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**x* AGENDA ATTACHED

BENNY WAMPLER: Ckay, we'll go ahead and get

started. Good norning, nmy nane i s Benny Wanpler. |'m Deputy
Director for the Departnent of Mnes, Mnerals and Energy,
and Chairman of the Gas & Ol Board. |[|'Il ask the Board
menbers to introduce thenselves, starting wwth M. Brent.

MASON BRENT: My name is Mason Brent. I’m from

Ri chnmond, and | represent the Gas and G| Industry.

CLYDE KING My nane's Cyde King. |I'mfrom

Abi ngdon. Welcone. And | ama public nenber.

SANDRA RI GGS: I'm Sandra Riggs. I'm with the

Ofice of the Attorney General, and | amhere to advise the
Boar d.

DENNIS GARBIS: M nane's Dennis Garbis. [I'ma

public menber from Fairfax County, Northern Virginia.

BOB WLSON: I'm Bob Wilson. I’m the Director of

the Division of Gas and G| and the principal executive to
the staff of the Board.

BENNY WAMPLER:  Thank you very nmuch. The first

itemon today's agenda, which is docket nunmber VGOB-92-03/17-
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0195. A matter of housekeeping, we've had a request to
continue that item They're continuing negotiations. So,
unl ess there's an objection, that's conti nued to next nonth.
And then in order that sone of the other fol ks that
are at the end of the agenda don't have to wait an extended
period of time, M. Swartz and others have agreed to all ow

the last three itens on the agenda for us to go forward.

We'll start wth nunber 36. |1'Il go ahead and call that. |
don't believe that the Dart folks are here yet. | haven't
seen anyone. W'I|l|l get themif they cone in perhaps. W'l
see.

The Gas and G| Board will consider a petition from

Cabot O | and Gas Corporation for pooling of a conventiona
gas unit identified as COGC #43. This is docket nunber VGOB-
01-10/16-0966. We'd ask the parties that wish to address the
Board in this matter to cone forward at this tine.

JIMKISER M. Chairman and nenbers of the Board,
JimKi ser on behalf of Cabot G| and Gas Corporation. Qur
witness in this matter will be M. Jeff Keim W'd ask that
he be sworn at this tine.

(Wtness is duly sworn.)

BENNY WAMPLER:  You may proceed. There are no

ot her s.
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JEFFERY KEI M

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR. KI SER

Q M. Keim if you' d state your nane for the
Board, who you're enployed and in what capacity?

A My nane is Jeffery Keim |'mthe regional
| and manager for Cabot G| and Gas Corporation

Q And you have previously testified before the
Virginia Gas and Q| Board in force pooling hearings and your
qualifications as a expert witness in |land matters and

oper ati ons have been accepted by the Board?

A Yes.
Q And you're famliar with Cabot's application
for the establishnent of a drilling unit and seeking of a

pooling order for Cabot well #43, which was dated Septenber
the 14th, 20017?

A Yes, | am

Q And does Cabot own drilling rights in the
unit involved and depicted at Exhibit A to the application?

A. Yes, we do.
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Q And does the proposed unit depicted at
Exhibit A include all acreage within a 1250 foot radius of
t he proposed wel | ?

A Yes.

Q Now, prior to the filing the application,
were efforts made to contact each of the respondents and an
attenpt made to work out an agreenent regarding the
devel opnent of the unit?

A Yes.

Q And what was the interest...the | eased
interest of Cabot within the unit at the tine of the filing
of the application?

A At the tine we filed the application, the
| eased interest was 93. 83%

Q Wi ch leaves at the tinme of the filing of
the application an unl eased interest of 6.17%

A That's correct.

Q Now, subsequent to the filing of the
application, did your |and departnent continue to attenpt to
reach an agreenent with the unl eased respondents who were
listed at the original Exhibit B?

A Yes, we did.

JIMKISER Ckay. At this point, M. Chairman and
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menbers of the Board, this is a sonewhat unique situation
that we have here today. |If you'll |ook at your Revised
Exhibit B, since the tinme of the filing of the application,
Cabot has obtained | eases from Ral ph and Lorrai ne El sw ck,
which is Tract #2, which was unleased at the tine of the
filing of the application, and has obtained a | ease in Tract
3 from Edward Janmes N xon and his wife, Helen Marie N xon
who own a 2/3 interest in Tract 3 and then are the
remai ndermant in the remaining 1/3. So, all of the Edward
James Ni xon and Hel en Marie N xon interest has been | eased,
leaving at this tinme at the tinme of the hearing, the only
unl eased within the unit, being the 1/3 life estate held by
Jessi e Edward June Hess and Opal Marie Hess, which puts us in
a sonewhat unique situation in that the [ife tenants aren't
entitled to any royalty, just inconme, just delay rental or a
cash bonus. And therefore, it would be our position, | guess
as we'll get into down the road, that the only el ections that
t hey woul d be afforded under any Board order that the Board
woul d i ssue would be to sign a voluntary | ease and if they
don't nake that election, to be deened to be | eased.

Q But that being said, what would our current
percentage at the tinme of the hearing of |eased and unl eased

acreage within the unit be?
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A Yeah, a unique situation. But on a royalty
basis 100% but on rentals and bonus consideration basis
98.93% of the interest is |eased, |eaving approximately 1.07%
unl eased. That would be the 1/3 life estate of M. Hess in
the Tract 4.

Q And we have attenpted to reach a voluntary
agreenent with those life tenants?

A Ch, many tines.

Q And in your professional opinion, was due
diligence exercised to | ocate each of the respondents naned
in this Revised Exhibit B?

A Yes.

Q And are the addresses set out in Revised
Exhibit B to the application the | ast known addresses for the
respondent s?

A Yes.

Q And are you requesting the Board to force
pool the 1/3 |life estate interest of the Hess's as |listed at

Revi sed Exhi bit B?

A Yes, we are.
Q Now, are you famliar with the fair narket
value of drilling rights in the unit here and in the

surroundi ng area?

10
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Yes.
Q And coul d you advise the Board as to what
t hose are?
A Yeah, what we have been paying for | eases

out here are $5 per acre as bonus consideration for a three
year primary term 1/8 royalty and $1 an acre delay rentals.

Q Now, in your opinion, do the ternms you have
testified to represent the fair market value of and fair and
reasonabl e conpensation to be paid for drilling rights within
this unit?

A Yes, | do.

Q Ckay, now as to the Hess's 1/3 life estate
interest, do you agree that the only el ection option that
t hey should be afforded woul d be the cash bonus of $5 per net
m neral acres?

A Yes.

Q Ckay, and do you recomrend that the order
provi de that any el ections by any respondents be in witing
and sent to the applicant at Cabot G| and Gas Corporation
900 Lee Street East, is that correct?

A That's correct.

Q Ste. 1500, Charleston, Wst Virginia zip
code 25301, Attention: Jeff Keinf

11



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

A That's correct. That should be the address
for all communications.

Q Ckay, and do you reconmmend that if the order
provide that if no witten election is properly nmade by a
respondent, then such respondent should be deened to have
el ected the cash option, that being the cash bonus and del ay
rental in lieu of, in this case, electing to be | eased?

A Yes.

Q And shoul d the unl eased respondents be given
30 days fromthe date of the order to file any witten
el ections?

A Sure. Yes.

Q And shoul d the applicant be allowed a 120
days follow ng the recording of the Board order and
thereafter, annual on that date to pay or tender any cash
bonus becom ng due under the force pooling order?

A Yes.

Q Now, given this situation with these life
tenants and the fact that we've...there's sone consternation
bet ween them and the remai ndermant and we' ve nade many
attenpts to place them do you reconmend that the order
provide that if this respondent refuses to accept any paynent

due, including any paynent due under the order, that the

12
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operator create an escrow account for their benefit until
this can be satisfied?

A Yes.

Q And who shoul d be nanmed t he operator under
any force pooling order?

A Cabot O 1 and Gas Corporation.

Q Now, are you requesting that the force
pool i ng i nclude conventional gas reserves not only to include
designated formations, but any other formations excl uding
coal formations which nay be those fornmations designated from
the surface to the total depth drilled?

A Yes.

Q And in your professional opinion, M. Keim
woul d the granting of this application be in the best
i nterest of conservation, the prevention of waste and the
protection of correlative rights?

A Yes, | do.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Let ne ask one question and then

"Il see if the Board has questions. Wuld you explain your
| ease with the N xons, Edward Janes N xon and Helen Marie

Ni xon, specifically leasing their renai ndermant portion?

13
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JEFF KEIM  How woul d you like it expl ai ned?

BENNY WAMPLER: You obtained the | ease with t henf

JEFF KEIM Yes. | have it right here.
BENNY WAMPLER: |'|| | eave that to you and your
| awyer. | guess, what |'minterested in is how you went

about | easing the remaining portion of the---.

JEFF KEIM Well, we sinply...Il nean, it's very
straight forward. W sinply asked themif they would sign an
oil and gas lease with us and they were---.

BENNY WAMPLER:  And you covered. .. covered

everything at that tine?
JEFF KEIM  Yes.
JIMKISER It covers all their interest, right.
JEFF KEIM Al their interest, yes.
BENNY WAMPLER:  Ckay.

JEFF KEIM Yes, which is actually a...they have a
2/ 3 interest in the property, and then the remai nder of their
...the remai nder owners are the 1/3 interest. So, this |ease
covers all their interest being the full 2/3 and their 1/3
remai nder interest.

JIMKISER  Their remainder interest.

BENNY WAMPLER:  The reason | was asking for

clarification on your Exhibit B when you |listed the folks

14
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down there you' ve listed themas remai ndermant. You show t he
| ease up here, but at that bottom..do you see?

JEFF KEIM Onh, | see what he's saying. Yeah.

Yes.

JIMKISER W shoul d have signed---.

JEFF KEIM Yes. It should...you should have taken
t he---.

JIM KISER (I naudible).

JEFF KEIM  Absolutely, that should be corrected.
Absol utely. The | ease that we have here from Edward...it's
Edward Janes---.

JIMKISER  And Helen Mari e.

JEFF KEIM ---and Helen Marie N xon covers their

entire interest.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

(No audi bl e response.)

BENNY WAMPLER:  Sandra, do you have any?

SANDRA RIGGS: | don't think so.

(M. Kiser and M. Keimconfer.)

JEFF KEIM  Thank you. ..thank you for pointing that
out .

BENNY WAMPLER:  Sure. Do you have anything

15
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further?

JIMKISER W'd ask that the application be
approved as submtted with the caveat that we will supply a
Revi sed Exhibit B to show that the 2/3 renai nder interest
| eased. We just need to type in | eased.

CLYDE KING | nove that we approve.

BENNY WAMPLER: | have a notion to approve. |Is

there a second?

DENNI S GARBI S: | second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

JEFF KEIM  Thank you.
BENNY WAMPLER. The next itemon the agenda is a

petition from Equitable Production Conpany for pooling of a
conventional gas unit identified as V-501832, docket nunber

VGEOB- 01- 10/ 16-0967. W'd ask the parties that wish to

16
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address the Board in this matter to cone forward at this
tine.

JIMKI SER M. Chairman and nenbers of the Board,
Jim Ki ser on behalf of Equitable Resources, or Equitable
Production Conpany. Qur witness in this matter will be M.
Don Hall. W'd ask that he be sworn at this tine.

(Wtness is duly sworn.)

BENNY WAMPLER: The record will show there are no

others. You may proceed.

DON HALL
havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q Ckay, in this particular well, conventional
well, and the reason we're before you today, the only
unl eased parties respondents that we have in the entire unit
are all unknown parties being Steven H Brickley and the
unknown heirs of Frank Allen Kil gore.

Wth that being said, we'll begin our testinony.
M. Hall, you you'd state your nane for the Board, who you're

enpl oyed by and in what capacity?

17
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A My nane is Don Hall. |'m enployed by
Equi t abl e Producti on Conpany as District Landnan.
Q And your responsibilities include the |and

involved in this unit and in the surrounding area?

A Yes, | do.
Q And you're famliar with Equitable's
application for the establishnment of a drilling unit and the

seeking of a pooling order for EPC well nunber V-501832 which
was dated Septenber the 14th, 2001?

A Yes, sir.

Q And does Equitable own drilling rights in
the unit involved here?

A W do.

Q Now, prior to filing the application, were
efforts nmade to contact each of the respondents in an attenpt

to work out an agreenent regarding the devel opnent invol ved?

A Yes.

Q Devel opnment of the unit involved?

A Yes.

Q And the interest under | ease to Equitable

within the unit?
A 93. 76%

Q And the unl eased percent age?

18
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A 6.24%

Q And as | stated at the begi nning of our
hearing, the only interest that remain unl eased are unknown
i nterests?

A Well, Steven Brickley is known, but we just

can't find himand the other are the unknown heirs.

Q Well, | mean, unknown or unl ocateabl e?

A Right. The unknown heirs of Frank Allen
Ki | gore.

Q So, obviously, you haven't been able to

obtain any additional |eases since the tine of the filing of

the application?

A No.

Q So, all the unleased parties are set out at
Exhi bit B?

A That's correct.

Q And were efforts made to determne if

i ndi vi dual respondents were |iving or deceased or their
wher eabouts; and if deceased, were efforts nade to determ ne
t he nanes and addresses and whereabouts of the successors to
any deceased i ndividual respondents?

A Yes.

Q And were reasonable and diligent efforts

19
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made and sources checked to identify and | ocate unknown
heirs---?

A Yes.

Q ---including primary sources such as deed
records, probate records, assessor's records, treasurer's
records and secondary sources such as tel ephone directories,
city directories, famly and friends?

A Yes.

Q I n your professional opinion, was due
diligence exercised to | ocate each of these unlocateabl e or
unknown respondents that are naned in Exhibit B?

A It was.

Q Now, are the addresses set out in Exhibit B
to the application the | ast known addresses for the
respondent s?

A They are.

Q Are you requesting this Board to force poo

all unleased interests listed at Exhibit B?

A Yes.

Q Are you famliar with the fair market val ue
of drilling rights in the unit here and in the surroundi ng
area?

A Yes.

20
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Q Coul d you advise the Board as to what those
are?

A A $5 bonus on a five year termand 1/8
royalty.

Q And in your opinion, do these terns you have
testified to represent the fair market value of and the fair
and reasonabl e conpensation to be paid for drilling rights
Within this unit?

A They do.

Q Now, based on your testinony, do you
recommend that respondents listed at Exhibit B that remain
unl eased be allowed the followi ng options with respect to
their ownership interest wwthin the unit. One,
participation; twd, a cash bonus of $5 per net mineral acre
plus a 1/8 of 8/ 8 royalty; three, in lieu of the cash bonus
and 1/8 of 8/ 8 royalty, a share in the operation of the well
on a carried basis as a carried operator under the follow ng
conditions: Such carried operator shall be entitled to the
share of production fromthe tracts pooled accruing to his
i nterest exclusive of any royalty or overriding royalty
reserved in any | eases, assignnents thereof or agreenents
relating thereto of such tracts, but only after the proceeds

applicable to his share equal - A), 300% of the share of such

21
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cost applicable to the interest of a carried operator of a

| eased tract or portion thereof; or B), 200% of the share of
such cost applicable to the interest of the carried operator
of an unl eased tract or portion thereof?

A Yes.

Q Do you recommend that the order provide that
all elections by respondents be in witing and sent to the
applicant at Equitable Production Conpany, 1710 Pennsyl vani a
Avenue, Charleston, West Virginia 25328, Attention: Ml anie
Freeman, Regul atory?

A Ve did.

Q And should this be the address for all
comuni cations with the applicant concerning any force
pool i ng order?

A Yes.

Q Do you recommend that the pooling order
provide that if no witten election is properly nmade by a
respondent, then such respondent shall be deened to have
| eased in lieu of participation?

A Yes.

Q And shoul d unl eased respondents be given 30
days fromthe date of the execution of the order to file

witten el ections?

22
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A Yes.

Q And i f an unl eased respondent elects to
participate, should they be given 45 days to pay for their
proportionate share of well costs?

A Yes.

Q Does the applicant expect the party electing
to participate to pay in advance that party's share of
conpleted well costs?

A Yes.

Q Shoul d the applicant be allowed a 120 days
follow ng the recordation date of the Board order and
thereafter annually on that date until production is achieved
to pay or tender any cash bonus becom ng due under any force
pool i ng order?

A Yes.

Q Do you recommend the order provide that if a
respondent elects to participate but fails to pay their
proportionate share of well costs satisfactory to the
applicant for paynent of those costs, then their election to
participate shall be treated as having been...as havi ng been
w t hdrawn and voi d?

A Yes.

Q Do you recommend that the order provide that
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where a respondent elects to participate but defaults in
regard to the paynent of well costs, any cash sum becom ng
payabl e to such respondent be paid within 60 days after the
| ast date on which such respondent could have paid or made
arrangenents for the paynent of those well costs?

A Yes.

Q Ckay, in this case the Board needs to
establish a escrow account for the unknown/unl ocateabl e
interest?

A That's correct.

Q And who shoul d be nanmed t he operator under
any force pooling order?

A Equi t abl e Producti on Conpany.

Q Now, what is the total depth of the proposed
wel | under the applicant's plan of devel opnent?

A 4662 feet.

Q And is the applicant requesting the force
pooling of conventional gas reserves not only to include the
desi gnated formations, but any other formations excluding
coal formations which nay be between those fornations
designated fromthe surface to the total depth drilled?

Yes.

Q And what are the estinmated reserves of the
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uni t underlying 5018327

A 500, 000, 000 cubic feet.

Q Now, are you famliar with the well costs
for the proposed well ?

A Yes.

Q Has an AFE been revi ewed, signed and
submtted to the Board as Exhibit Cto the application?

A It has.

Q And was this AFE prepared by an engi neering
depart nent knowl edgeable in the preparation of AFEs, and in
particul ar know edgeable to well costs in this area?

A It was.

Q I n your professional opinion, does the AFE
represent a reasonable estimate of the well costs for this
wel | ?

A It does.

Q Coul d you state for the Board both the dry
hol e costs and the conpleted well costs?

A The dry hole costs is $154,135. The
conpleted well costs is $262, 025.

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes.
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Q Does your AFE include a reasonabl e charge
for supervision?

A It does.

Q I n your professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste, and the protection of
correlative rights?

A Yes.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIMKISER W'd ask that the application be
approved as submtted.

BENNY WAMPLER: Is there a notion?

DENNIS GARBIS: | nove to approve.

MASON BRENT: | second.

BENNY WAMPLER:  The notion is seconded. Any

further discussion?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying
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yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from Equitable Production Conpany
for pooling of a coal bed nethane unit identified as VG
504637, docket nunber VGEOB-01-10/16-0968. W'd ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

JIMKISER M. Chairman, JimKiser, again, on
behal f of Equitable Production Conpany. Qur w tness again
will be M. Hall. [I'lIl remnd himthat he has been sworn and
i s under oath.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, if you' d again state your nane for
t he Board, who you're enployed by and in what capacity?
A My nane is Don Hall. |'m enployed by
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Equi t abl e Producti on Conpany as District Landnman.

Q And, again, your responsibilities include
the land involved in this unit and in the surroundi ng area?

A They | do.

Q And you're famliar with Equitable's
application seeking a pooling order for EPC well nunber VC

504637, which was dated February...excuse nme, Septenber the

14t h, 20017?
A Yes.
Q And is Equitable seeking to force poo

drilling rights underlying the unit as depicted at Exhibit A,
that being the plat to the application?

A W are.

Q And does the location for this proposed well
fall within the Board' s order for the Nora Coal bed Gas Fi el d?

A It does.

Q Prior to filing this application, were
efforts made to contact each of the respondents and an
attenpt nmade to work out a voluntary | ease agreenent with
each of thenf

A Yes.

Q And what is the percentage that Equitable

has under |ease with the unit of the gas estate?
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A 98. 925%

Q And the interest in the coal estate that's
under | ease?

A A 100%

Q Ckay. So, all the unleased parties are set
out at Exhibit B and, in fact, the only unleased party within
the unit is an owner with the Gas Estate, a M chael G een,
who owns an undivided interest in Tract #4?

A That's correct.

Q And we've been attenpting to negotiate a
voluntary lease wth M. Geen and, in fact, probable expect
to obtain that prior to the filing of the supplenental order?

A Yes, it's likely.

Q Ckay, so the only thing that...the only
interest that remains unleased is 1.025 interest within the

gas estate, correct?

A Yes. 1.075.

Q ls it 1.0757

A Yeah.

Q l"'msorry. 1.075. | can't read. In your

pr of essi onal opi nion, was due diligence exercised to |ocate
each of the respondents that are naned herein?

A. Yes.
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Q Now, are the addresses set out in Exhibit B
to the application the [ ast known addresses for the
respondent s?

A They are.

Q Are you requesting this Board to force poo

all unleased interest listed at Exhibit B?

A Yes.
Q Now, are you famliar with the fair narket
value of drilling rights in the unit here and in the

surroundi ng area?
A Yes.
Q Coul d you advi se the Board again as to what

t hose are?

A A $5 year...a $5 bonus a five year termand
1/8 royalty.
Q And in your opinion, do those terns you have

just testified to represent the fair market value of and the
fair and reasonabl e conpensation to be paid for drilling
rights within this unit?

A They do.

JIMKISER M. Chairman, at this tinme | would ask
the Board's perm ssion to incorporate the testinony regarding

the elections that are afforded the unl eased respondents and
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their tinme periods in which to make those el ections and al
the other terns regarding the elections that was previously
taken in VGOB docket nunber 01-10/16-0967.

BENNY WAMPLER:  They' || be incorporat ed.

Q And, M. Hall, do we need to establish an
escrow account because of a conflicting clainmnt situation?

A W do.

Q And who shoul d be naned the operator under
any force pooling order here?

A Equi t abl e Producti on Conpany.

Q And what is the total depth of proposed well

under this plan of devel opnent?

A 2639 feet.

Q And what are the estimted reserves for the
unit?

A 350, 000, 000 cubic feet.

Q Now, are you famliar with the well costs

for this proposed well?
A Yes.
Q Has an AFE been revi ewed, signed and
submtted to the Board as Exhibit Cto the application?
A It has.

Q And was this AFE prepared by an engi neering
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department know edgeable in the preparation of AFEs and
know edgeable in particular in regard to CBMwell costs in
this area?

A It was.

Q Does the AFE represent a reasonable estimte
of the well costs?

A Yes.

Q And what would be the dry hole costs and the
conpleted well costs for this well?

A The dry hole costs would be $96, 640. The
conpl eted well costs would be $193, 220.

Q Do these costs anticipate a nultiple
conpl eti on?

A They do.

Q Does your AFE include a reasonabl e charge
for supervision?

A It does.

Q I n your professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste, and the protection of
correlative rights?

A Yes.

JIMKISER Nothing further of this witness at this
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time, M. Chairnmn.

BENNY WAMPLER: | have one question on your plat,

the well location. You need an exception?

DON HALL: Yes, we need one. W have one. W have

a permt. W already have a permt for this well.

BENNY WAMPLER: Ckay. |ssued, Bob?

BOB W LSON: Yes.

BENNY WAMPLER: Ckay. All right. Questions from

menbers of the Board?

CLYDE KING That's the first one |I've seen that

close to the---.

BOB WLSON: As | renenber on this particul ar one,

and you can correct ne if I'"'mwong, there were sone coal

conpany restraints on this, | believe, as well as topographic

problenms with that unit that pretty nmuch forced it
corner down here.

DON HALL: Right.

into the

JIMKISER Nothing further of this w tness, M.

Chai rman, and we woul d ask that the application be approved

as subnmtted.

BENNY WAMPLER: |s there any questions from nenbers

of the Board?

(No audi bl e response.)
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BENNY WAMPLER: Is there a notion?

MASON BRENT: M. Chairman, | nove that we grant

t he application.

CLYDE KI NG | second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?

yes.

(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

JIM KI SER Thank you.
DON HALL: Thank you.
SANDRA RI GGS: Do you know the permt nunber by

chance on that one? Do you have it with you?

DON HALL: No, | don't have a copy.

BOB WLSON: | don't have it. | can get it for
you. It was issued in Septenber, but | don't have the---.

SANDRA RIGGS: 1'Il get it. That's okay.

BENNY WAMPLER.  We' ||l go back to item nunber two on
the agenda. We'Il| consider a petition from Buchanan
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Production Conpany for pooling of a coal bed nethane unit
identified as A-25, docket nunmber VGEOB-01-10/16-0928. You
all see the sheet of paper | passed out to Board nenbers
earlier where M. Swartz is suggesting that we...he'l

di scuss this I'msure, that we conbi ne the A-25, B-23, B-25,
and ZZz-25. But before we do that, we'll wait to hear him
di scuss that grouping.

MARK SWARTZ: Mark Swartz and Les Arrington and

Anita Tester are here for Buchanan Producti on Conpany and
al so for Pocahontas Gas Partnership who is later on the
docket.

CLYDE KING Ww

MARK SWARTZ: What we have done to try and

facilitate the process today, is we have prepared, and | know
you want additional booklet, but we have prepared a book
that groups the pooling applications that are on the docket

t oday by respondent grouping. So, the...we've put...you

know, the | ogical selection is we've |ooked at who the
respondents are and we've tried to put those fol ks together
because we were assum ng that we m ght have a couple of the
groups where people would cone today and that | ooks |ike that

may not be the case. But that's how they have been grouped.
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| have witten in handwiting off to the right hand side of
what Benny just gave you, |'ve correlated the units because
we list themby units in the grouping to the docket nunbers
for ease in consolidating these things for hearing, and
those, | believe, are the docket nunbers of the various
itens. What | would propose to do is nove to consolidate
into these six groups. And then if you notice, if you just
take the first tab, which | assune is a red tab. Behind that
there is a spreadsheet summary and that summarizes the
pertinent information that we would normally offer testinony
with regard to each of the units. And Anita and Les and |
have been through this stuff with a fine tooth conb, caught
sone m stakes yesterday, and sone last night and we're pretty
confortable that we have, you know, got this stuff squared
away. But what | would propose to do is offer this sort of
generic who's the applicant testinony, and then have Les talk
about the summary spreadsheet and offer that into evidence
and then let you have sone tine to review that and the
applications to see if anything junps out at you that you're
interested in making an inquiry and we'll deal with those
questions, and then that would be the way | woul d present
this. | think that would be an efficient way to do it, you

know, if it's okay with you all.

36



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

BENNY WAMPLER:  Any obj ections to doing that as

proposed, nenbers of the Board?
(No audi bl e response.)

BENNY WAMPLER:  Al'l right. 1'll go ahead and call

t he remai nder of the group one.

MARK SWARTZ: Ckay.

BENNY WAMPLER: | 've already called A-25. The next

one is B-23, whichis item6 on the Board's agenda. That's
docket nunmber VGOB-01-10/16-0932; B-25, docket nunber VGOB-
01- 10/ 16-0933; and nunber 29 on your agenda, unit ZZZ-25,
VGEOB nunber 01-10/16-0959. W'd ask the parties that wish to
address the Board in these matters to cone forward at this
time.

MARK SWARTZ: Mark Swartz, Les Arrington and Anita

Tester.

BENNY WAMPLER: The record will show there are no

others. You nmay proceed.

MARK SWARTZ: You need to probably swear Les in.

CLYDE Kl NG M. Chairman, which itens are we

| ooki ng at?

BENNY WAMPLER. 2, 6, 7, and it's on your grouping

there as well, and 29.

CLYDE KING Ckay.
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(Wtness is duly sworn.)

LESLI E K. ARRI NGTON

havi ng been duly sworn,

foll ows:

was exam ned and testified as

DI RECT EXAM NATI ON

QUESTI ONS BY MR. SWARTZ:

Q

> O > O >

Q

Les,

you need to state your

Leslie K  Arrington.

Who do you work for?

Consol

Ener gy.

What's your title?

Gas Engi neer.

And with regard to the four

applications that we' ve put

A
Q

under your direction the notices,

rel ated exhi bits?

A.
Q

of hearing and the applications?

A

Yes.

---did you either

Yes,

Ckay,

Yes,

di d.

and did you in fact sign the notices

di d.

I nto group one,

38
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Q Ckay. Wio is the applicant in all four of
t hese units?

A Buchanan Producti on Conpany.

Q I s Buchanan Production Conpany a Virginia
General Partnership?

A Yes, it is.

Q Are its two partners...who are its two

partners? Do you recall?

A Yes. |It's Consol Energy and Consolidation
Coal Conpany.
Q Ckay. And is Buchanan Producti on Conpany

aut hori zed to do business in Virginia?
Yes, it is.
Q And who is that Buchanan, the applicant, is
requesting be appointed the Board's designated operator if

t hese applications are approved?

A Consol Energy.

Q Ckay. And that would be true for all four
of thenf

A Yes, it wll.

Q Ckay. |Is Consol Energy a Del aware

Cor poration?

A. Yes, it is.
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Q Is it authorized to do business in the
Commonweal t h?

A Yes, it is.

Q And has it registered with the Departnment of

M nes, Mnerals and Energy and has it filed a bl anket bond as

required?

A Yes, it has.

Q Now, sone tinme ago the managenent committee
of Buchanan Production Conpany del egated to Consol, Inc.,

who's the predecessor of Consol Energy, essentially al

responsibility and authority as well to operate Buchanan

Production Conpany's coal bed net hane assets. |[Is that true?
A That's correct.
Q And is Consol Energy, Inc. pursuing

that...these applications on behalf of Buchanan Production by
reason of that del egation?

A Yes, it is.

Q Ckay. Now, with regard to the respondents,
have you listed the respondents in the Exhibits B-3 that
pertain to each of these units?

A Yes, we have.

Ckay. Now, in a couple of instances...well,

in fact, with regard to all four of these units, there are
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Revi sed Exhibits B-3. Do you recall that?

A There is.

Q And have these been revised because after
you mai |l ed and published, you've received comments back from
sone of the respondents with regard to their interest and
interest of their other famly nenbers?

A Yes, we did.

Q Ckay, so in reaction to the further
information that you' ve obtai ned, you have, in fact, revised
and updated your exhibits, is that correct?

A Ve did.

Q Ckay. Now, in response to this information
isit also a fact that in addition to adding sone fol ks
as...because their famly nenbers have identified them it
al so turned out that you needed to dism ss sone people?

A Ve did.

Q Ckay. Now, with regard to these four units,
have you filed an Exhibit B-2 with regard to each unit in the
bookl et that you've given to the Board nenbers today?

A Yes, we have.

Q And the purpose of Exhibit Two is to either
add or subtract people, is that correct?

A. That's correct, it is.
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Q Let's take a | ook just for exanple at

Exhibit B-2 to A-25. Can you find that?

A Yes.

Q And this is a two page exhibit, correct?

A Yes.

Q And this exhibit with regard to A-25 and the

same would be true with regard to the other four units,
correct?

A That's right. Uh-huh

Q Di scl oses people that you have added and the
reason for their addition?

A That's correct.

Q And al so di scloses, for exanple, the first
page, they're four people that you' re asking be di sm ssed?

A That's correct.

Q And the reason for that?

A Apparently they were not an owner.

Q Ckay. So, when you noticed them you
t hought that they had an ownership interest of record and it
turns out through further due diligence that they do not?

A That's correct.

Q Ckay. Wth regard to the question of is it

necessary to add or subtract any respondents concerning these
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four units, is that question answered by the Exhibits B-2
that are in the booklet that you' ve tendered to the Board
t oday?

A Yes, it shoul d.

Q kay. So, there would be---7?

BENNY WAMPLER: They're the sanme for each one.

Q There would be a listing that woul d di scl ose
who needs to be added because of information you' ve received
fromthe relatives in the estates and who m ght need to be
subtracted with regard to each of these four units, correct?

A That's correct.

Q And they may not be identical, okay, but

they're probably are darn---?

A Probabl y cl ose.

Q ---close, if not identical?

A Yes.

Q Wth regard to the other revised exhibits in

this first group, group one, if your...it follows |ogically,
does it not, that if you have to add or subtract people and
you filed an Exhibit B-2, you would need to have an anended
or Revised Exhibit B-3, correct?

A That's correct.

So, with regard to all four of these units
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in the first group, we have Revised Exhibits B-3 which lists

all of the respondents that you're seeking to pool by the

four applications that we're tal king about, correct?

A
Q

That's correct. Yes.

kay. Is it true that all four of these

units are Cakwood | units?

A

Q
units?

A

Q
on the plats for

A

Q
A
Q

That's correct. They are.

Wi ch woul d nmean that they would be frac

That's correct.

Is it true that there is one well depicted
each of these units?

Yes, it is.

And that that would be a frac well?

Yes, it is.

And in the...given that these are OGakwood |

units, you are seeking to pool and produce coal bed net hane

fromthe Tiller on down, is that correct?

A
correct.
Q
A

Fromall coal seans below the Tiller

Ckay. D d you mail?
Yes, we did. W nmailed by certified

mai | /return recei pt requested on Septenber the 14th of 2001.
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Q And that woul d have been true with all

t hese?
A Yes, it is.
Q And then did you publish as well?
A Yes, we did.
Q And there are various publication dates

whi ch are shown?

A Yes, they are.

Q But in any event, there is publication of
docunent ation fromthe newspaper and nmailing information from
your staff and the post office with regard to each of these
units and the information that has been submtted today, is
that correct?

A That's correct. It is.

MASON BRENT: That covers the additions on B-2 as

well, the notification?

MARK SWARTZ: The people in B-2 would have been

notified by the publication and not by mailing. | nean,
guess it's reverse nailing. | nean---.
Q But the...if you | ook at the publication

for exanple, let's ook at B-2 here here, when it was
publ i shed under Tract 1A, .81 acres, the publication notice

was to the heirs, devisees, successors or assigns of Mary Lou
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Bowan Kroll, correct?
A. Yes.
Q So, | nean, we gave that estate information

whi ch partly accounts for why we got...but we did not

subsequently nmai|l because we did not have tine. |Is that
true?

A That's correct.

Q Okay. Wth regard to these on a collective

basi s, obviously you've been able to | ease nost of the
i nterest covered by these four applications, is that correct?

A Yes, we have.

Q And what have been the standard terns that
you have offered to the fol ks that you have been able to
| ease fronf

A Yes, our standard coal bed nethane | ease is a
$1 per acre per year with a 5 year paid up termand a 1/8
royalty.

Q And woul d you reconmend to the Board that
those sane terns be used by them by any order that m ght be
entered with regard to the terns afforded to people who m ght
be deened to have been | eased after the el ection period?

A Yes, we woul d.

Q Have you in each case submtted an estinate
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with regard to costs?

A Yes, we have.

Q And it looks to ne |like none of these wells
are currently drilled, is that correct?

A That's correct. They are not.

Q Ckay. So, you've got an estimated depth and

estimated cost, but none have been drill ed?

A Correct.
Q Ckay. Now, turning again to, and we'll just
stay with A-25 as an exanple, we'll go to B-3. B-3 discloses

wWth regard to A-25, does it not, that there are sone fol ks
for whom you do not have addresses, is that correct?

A That is correct.

Q And so for the several tracts where there
are people that do not have addresses to the extent of their
interests,---?

A Uh- huh.

Q ---the unl ocateabl es, for exanple, if you
went to page five of thirty-four, there's a David F. Thonpson
that you don't have an address for, correct?

A Correct.

Q Wth regard to those folks in the tracts

identified and their interest, it would be necessary for the
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Board to establish an escrow account, correct?

A That's correct.

Q And a sub-account for the tract?

A Yes.

Q And are your concerns with regard to the

need for escrow shown in Exhibit B-3 with regard to each of
t hese units?

A Yes, it is.

Q Ckay. So, if there are unknowns or
unl ocateables, that is set forth specifically in these
exhi bits, correct?

A Yes, it is.

Q Are there any conflicts in, and let's just
stay with B-3, for exanple?

A | don't believe so.

Q Ckay, now the easiest way to | ook at
conflicts, though, we probably need to go to A-25, the tract
IDs. |Is there a need for escrowin A-25 by reason of any

conflicts?

A No there's not.

Q It 1ooks |ike everybody has a fee ownership
correct?

A That's correct.
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Q Now, let's look at B-23 and if |'m not
m staken, that tract identification was revised so we would
have to look in the information that was given to the Board
t oday, okay. And if we |ook at B-23---7?

A There's no conflict there.

Q Ckay. Because again we've got...we appear
to have fee?

A That's correct.

Q Ckay. Wth regard to B-25, we've got a
revised tract identification page that was submtted today.
Let's go to that.

A And it does not appear to be any reason for
escrow for conflicting clains.

Q Again, we've got fee ownership of mnerals

anyway- - - ?

A Yes.

Q ---right?

A Uh- huh.

Q Ckay, and then the last of the four units is
Z7Z-25, right?

A Uh- huh.

Q And that one, | think, we did not revise the

tract ID. So, you need to |look at the one that was filed
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originally. And what's the need---?

A No reason there for conflicting clains.

Q Ckay, so in summary, with regard to escrow
requi renents for these four units if there is an unknown or
unl ocateable set forth in Exhibit B-3, that would be the only
reason to escrow?

A That's correct.

Q Lastly, Les, have you and Anita undertaken
to summari ze sone of the specific information that we share
with the Board when we're pooling on the first page of group
one entitled "Notes for Cctober 16, 2001 Hearing"?

A Yes, we have.

Q Okay. And would you offer that exhibit in
evi dence as accurately extracting the information that's
reported on that exhibit for each of the units fromthe
original exhibits if they were not anended and fromthe
anended or revised exhibits if they were anended exhibits
t ender ed today?

A Yes, we woul d.

Q Ckay. Then the last couple of questions
woul d be, is it your opinion that the devel opnent plan that's
di scl osed by these applications and the plats and so forth,

is a reasonable plan to extract coal bed nethane fromw thin
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and under these Oakwood | 80 acre units?

A Yes, we woul d.

Q And woul d you recomrend it to the Board as a
met hod to protect the correlative rights of all owners and
cl ai mant s?

A Yes, we do.

MARK SWARTZ: That's all | would have of M.

Arrington. But | would, you know, invite you to |look at the
summary that we've submtted here and the exhibits and we're
certainly...you know, we're here to answer any questions you
m ght have.

BENNY WAMPLER:  Just a coupl e of things.

MARK SWARTZ: (kay.

BENNY WAMPLER:  \When you're...you' re doi ng your

summary here, rather than go through the AFE and tal ki ng
about the costs, you' re saying your summary represents those
costs that's represented in the AFE?

MARK SWARTZ: Correct.

BENNY WAMPLER:  When you have |isted, for exanple

B-23---7
MARK SWARTZ: (Ckay.

BENNY WAMPLER: - --your CBM | eased and your

adverse, when | go to your itemthat's listed in your

51



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

not ebook, it is revised fromwhat was in the original---?

MARK SWARTZ: Right.

BENNY WAMPLER: ---correct?

MARK SWARTZ: Right.

BENNY WAMPLER: So, you're...those are the

docunents that we should consider to be revised as of today?

MARK SWARTZ: The revised...the adverse | eased and

coal owned or leased, if it says there's a Revised Exhibit A
page two, and it does for B-23 and 25, that's what you should
consider and not what was filed with the application.

BENNY WAMPLER: Just for clarification what

we're---.
MARK SWARTZ: No probl em
CLYDE KING That's B-23 and 257
MARK SWARTZ: Right.
BENNY WAMPLER: And that's on the footnote that he
has on his summary sheet. That's what |I'masking. |Is

everything included here on the summary sheet that has
changed; that's what is being represented?

LESLI E K. ARRI NGTON:  Un- huh

MARK SWARTZ: Correct. Correct.

BENNY WAMPLER.  And | was just getting that

clarified.
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(Board nenbers review the information.)

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?

DENNI S GARBI S:  Yes, M. Chairnman

BENNY WVAMPLER M. Garbi s?

DENNIS GARBIS: | notice that on B-23 there is 6.8%
that are unleased. And | |ooked in your detail sheet and it

| ooks like there's quite a few people there with a snal
percentage. Can you give ne sone background on that so that
| can get a better feel for what's going on?

MARK SWARTZ: B-23, okay.

DENNI S GARBI'S: I n your Exhibit B-3 |ist of

unl eased owners/claimants. |t goes on for seventeen pages.
| f you could provide sone---.

MARK SWARTZ: Anita, do you want to conme up here

and see how nuch fun you have wth hinf

DENNIS GARBIS: |'msure there's sone fascinating

tale that's behind this whole thing. So, if you can give us
the Reader's Digest condensed version, |'d appreciate it.

CLYDE Kl NG Condensed woul d be better.

MARK SWARTZ: Oh, it will be condensed.

ANI TA TESTER. You don't have to worry about ne

stayi ng | ong.
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DENNI S GARBIS: W wanted to give you an

opportunity to shine.

(Wtness is duly sworn.)

ANI TA TESTER

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q You need to state your nane for the record?
A Anita Tester.

Q And who do you work for?

A Consol Energy.

Q And are you the person that's primarily

responsible for the exhibits that we deal with everyday?

A Yes.

Q You heard the question that M. Garbis
asked?

A Uh- huh.

Q Way don't you fill himin on the coal heirs?

A Ckay, originally we got the information

from..fromHarris Hart, which is the attorney that deals

with all these all these on our coal |ease. And since the



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

last tine we'd pulled these, we realized there were sone
m stakes in their interests and we got several letters from
various heirs. To all these interests we had to, you know,
rework all those to cone up...we got just a little bit over
100% | think a 100.3% So, w're a little over. So, |
don't know what else to---.

Q Wiy are there so many people? | nean, when

you | ook at the title, what do you see? Lots of children,---

?

A Yeah.

Q ---lots of estates,---7

A Yeah.

Q ---lots of WIIs? |Is that what...is that
what - - - ?

A Uh- huh.

Q ---you see in the title?

A It started out that Mary Lou Bowen Krol

divided her interest into 1/3. She gave a 1/3 to her
brother's children, and a 1/3 to another brother's children
and a 1/3 to another brother's and then it goes fromthere
on. So, it's just...l have a huge famly tree that | have
wth nme. |If you want nme to get that out, | wll.

DENNI S GARBI S: None of these could be | eased?

55



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

ANl TA TESTER: W have a coal |ease with them

LESLIE K. ARRINGTON: And presently negoti ati ng.

ANI TA TESTER:  Un- huh.

DENNIS GARBI'S: So, you're presently negotiating?

LESLI E K. ARRI NGTON: Yes, we are.

DENNI S GARBIS: Quite a few people. You probably

know about the famly than they do.

Boar d?

t oget her ?

(Anita Tester |aughs.)
DENNI S GARBIS: That's all | have, M. Chairnmn

BENNY WAMPLER. Ot her questions from nenbers of the

CLYDE KING Are you doing all three of these

MARK SWARTZ: Four

BENNY WAMPLER: Four of them

CLYDE Kl NG Four of thent

BENNY WAMPLER:  Yes.

CLYDE KING M. Chairman, | nove that we approve.

BENNY WAMPLER: | have a notion for approval. 1Is

there a second?

DENNI S GARBI S: | second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)
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BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

BOB WLSON: M. Chairman, could we take a very

brief break?

BENNY WAMPLER: Sure. We'll take five m nutes.

(O f record.)
BENNY WAMPLER: We're back on the record. The next

group that we're tal king about, I'mgoing to go ahead and
call all of the units and the docket nunmbers. W have
petitions for pooling of unit nunber A-28, docket nunber
VGOB- 01- 10/ 16-0931; wunit B-28, which all of them have the
sane prefix would VGEOB-01-10/16, so, |I'mjust going to cal
the last four digits, 0935; unit B-30 is 0936, unit G211 is
0937; unit C 23, docket nunber 0939; C 28 is 0940; unit C 30
is 0941; wunit E-27 is 0938; unit F-26 is 0950, unit G26 is
0954; unit YYY-28 is 0958; ZZZ-26 is 0960; ZzZZ-27 is 0961,
Z77-28 is 0962. W'd ask the parties that wish to address
the Board in these matters to cone forward at this tine.

MARK SWARTZ: Mark Swartz, Les Arrington and Anita
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Tester.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

MARK SWARTZ: M. Chairman, these units involve

North Anmerican Tinber as respondents, Geo Mat, Inc. and

Hi ghl and Resources, Inc. North Anerican Tinber is a
subsidiary of Georgia Pacific, I think. AmIl right? O an
affiliated conpany.

LESLIE K ARRINGTON: We'll call it affiliated.

MARK SWARTZ: Okay, we'll call it affiliated

conpany. W have been told, and that woul d be the owner of
North Anerican Tinber. W have been told that Geo Mat, Inc.
and Hi ghl and Resources have | eases from North Anerican Ti nber
with regard to coal bed nethane. There is absolutely nothing
of record. So, we're joining them as respondents based on a
representation that has been made to us that we have not been
able to independently verify in the courthouse. Just so you
understand that and for purposes of the elections, although

t he docunents show, you know, that they're |like | eases. But
for purposes of elections, you know, we're going to be asking
that, you know, explain, you know, their |ease situation if
they cone forward. But the standard el ections woul d be

appropriate. But obviously, you know, if it's | eased, only
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one el ection gets made.

BENNY WAMPLER  Ri ght .

MARK SWARTZ: But | thought we needed to tell you

that. And these are the sane folks in every one of these.

BENNY WAMPLER:  Ckay.

MARK SWARTZ: And one other issue, or matter of

background information, if you | ook at the tract I Ds,
there's...and if we just take A-28, for exanple, Tract 2 has
Yukon/ Pocahont as Coal Conpany, Buchanan Coal Conpany and

Sal yers Pocahontas Coal Conpany and North American Ti nber
Corp. Basically, what we have here is the situation that...|
don't know whether they're a partnership or a joint venture,
but these three groups or conpanies each own a 1/3 of sone of
the tracts that are common to all of these units. W have
been able to enter into a | ease arrangenent with two out of
three of the partners or two out of three of the joint
venturers and have been unable to reach an agreenent, a

vol untary agreenent, with the fol ks that were pooled. So,
there's no requirenent of escrow here. They have either fee
m nerals and we have...actually, it's an unusual situation, |
guess, have actually two out of three partners have worked
sonething out with us on a voluntary basis. W've negoti at ed

...we've continued to negotiate but we have not been able to
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reach an agreenent with the 1/3 owner and that's why we're
pooling them (Qbviously, you know, negotiations are

continuing. W knows?

LESLI E K. ARRI NGTON

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Wth that as a background, Les, I'mgoing to
remnd you that you're still under oath?

A Yes.

Q You need to state your nane for the record?

A Leslie K Arrington.

Q s the applicant in all of the pooling
applications that we have joined together as group two
Buchanan Producti on Conpany?

A Yes, they are.

Q I s Buchanan Production Conpany a Virginia

CGeneral Partnership that has two partners?

A Yes, it is.
Q Who are the two partners as of this tine?
A Consol Energy, Consolidation Coal Conpany.
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Q Ckay. |s Buchanan Producti on Conpany
authorized to do business in the Cormonweal th of Virginia?

A Yes, it is.

Q And with regard to these applications, is
t he applicant requesting that soneone el se be the Board's

desi gnat ed operator?

A Yes, it is. Consol Energy.

Q And is Consol Energy a Del aware Corporation

A Yes, it is.

Q s it authorized to do business in this
state?

A Yes, it is.

Q Has it registered with the Departnent of

M ne, Mnerals and Energy and does it have a bl anket bond on
file?

A Yes, it does.

Q Sonme consi derabl e anount of tinme ago, did

Buchanan Producti on Conpany del egate the responsibility for

managi ng its coal bed net hane assets to Consol, Inc.?
A Yes, it did.
Q And ultimately that delegation has fallen to

Consol Energy, is that correct?

A. That's correct.
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Q And that accounts for Consol Energy's
i nvol venent here?

A Correct.

Q Have you and Anita prepared all of the
applications and exhibits and notices that we have before us
t oday?

A Yes, we did.

Q And with regard to these...l think there are
fourteen units in this group, if I'"'mnot m staken, with
regard to these units are the only revisions those that are
identified on the spreadsheet for group two that pertain to
unit C- 307

A That's correct.

Q Ckay. And with regard to rest of the units,

the applications as submtted have not had to be changed?

A That's correct.

Q Ckay. Are all of these units Gakwood | frac
units?

A Yes, they are.

Q Is there on the plats, and there's obviously

a list on the spreadsheet here, but is there one well
proposed for each unit?

A. Yes, it is.
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Q In all instances, is the well inside the
drilling w ndow?

A Yes, it is.

Q And in all instances then will we be talking
about produci ng coal bed net hane of gas fromthe Tiller on
down?

A That's correct.

Q And there's a note on the spreadsheet that
none of the wells have been permtted to date. | assune
that's still the case?

A That's correct, it is.

Q And hopefully then none of them have been
drilled either?

A That is correct.

Q Ckay. You have included on the spreadsheet
an estimated cost, correct?

A That's correct.

Q And an estimate of depth?

A Yes.

Q Are there, in fact, DWEs that you' ve...or

wel | cost estimates that you' ve prepared for each one of

these units in the docunents that were either filed...that

were filed originally with these applications?
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A Yes, there is.
Q And is it your opinion that the costs that

you have estimted represents a reasonable estimate of the

costs to drill and conpl ete each of these wells?
A Yes, it does.
Q Okay. Do you want to add or subtract any

respondents today by joining or dismssing thenf

A No, we do not.

Q Ckay. Wiat did you do in terns of notice to
t he respondents?

A Ckay. It was nmailed by certified
mai |l /return recei pt requested on Septenber the 14th of 2001,
and it was published on...these group of fourteen was
publ i shed on various days in the Bluefield Daily Tel egraph.

Q In the book that you've given...of exhibits
that you've given to the Board nenbers today, is it true that
there are copies of the newspaper certificates regarding
publication for each of these units and copi es of your
records and the post office records with regard to the
mai | i ngs?

A That's correct, it is.

Q And the mail receipt canme back from North

American Tinmber without a date on it, did it not?
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A That's...it did.

Q Ckay, and have...have you contacted the post
office to determ ne when North Anerican Ti nber signed for
t hese applications?

A Yes, we did.

And when was that?

A They indi cated Septenber the 17th of 2001.
Q At what tine?

A 2: 20.

Q P.M, right?

A Yes.

Q Ckay. Wiat are your standard | ease terns

that is the offer that you would make to anyone and have nade
to the folks that you' ve negotiated with as an opening offer?

A Qur standard lease terns is a $1 per acre
per year for a coal bed nethane well with a 5 year paid up
termwith a 1/8 royalty.

Q And is it true that you have had...you and
peopl e from your conpany have had many hours of negotiations
with North Anerican Tinber's representative?

A That is correct.

Q And do you expect that those negotiations

woul d conti nue?
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A We woul d hope so.

Q Ckay. A couple of questions, is it...is it
your opinion that the plan for devel opnent that's shown in
each of these applications, particularly with reference to
the plat, is a reasonable plan to devel op coal bed net hane
under the OCakwood | rules in each of these 80 acre units?

A That's correct. It would.

Q And is it also your testinony that the plan
that you woul d propose here as disclosed by these pooling
applications would, in fact, protect the interests of the
correlative rights of North Anerican Tinber, and their

| essees, if any?

A That's correct.
Q And we tal ked about this briefly with regard
to the first unit, but I wll ask you collectively. Is it

true that there is no reason to escrow or to create an escrow
account or sub-account with regard to any of these units?
That's correct. There is not.

We're tal king about fee m neral s?

That's correct.

And we know where these fol ks are?

That's correct.

o > O » O »

Ckay. Have you and Anita caused to be
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prepared the "Notes for Cctober 16, 2001 Hearing G oup Two"
that we've presented to the Board today?

A Yes, we have.

Q And have we...is it your testinony that
t hese notes accurately report the information shown on there
t hat has been extracted fromeach of the applications?

A Yes, it does.

Q And so they can | ook quickly at this and get
a reference in terns of notice, in terns of what you' ve

| eased and what you haven't |eased, what you're trying to

pool, and information with regard to the well, correct?
A That's correct.
Q And are you offering this page, the group

two exhibit, in evidence with regard to these wells?
A Yes, we are.
Q That's all | have of this wtness.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

CLYDE KING The ones that you had cane back that

weren't delivered, you published themin the newspaper?

LESLIE K. ARRINGTON: |'msorry?

CLYDE KING The ones...the mail that canme back---7?

MARK SWARTZ: | don't think nail cane back

67



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

BENNY WAMPLER: | think he's asking about the

one...the exception that you had there. You asked hi m of

time---.

MARK SWARTZ: Well, we got the card back fromthe
post office that they delivered it, but they didn't fill in
t he bl anks.

CLYDE KING Okay.

MARK SWARTZ: And there's a copy of it in here.
You'll see that---.

CLYDE KING | didn't see that. I'msorry.

MARK SWARTZ: |If you |ook at, there's a ticket that

says North Anerican Tinber Corp. and it has got a |list of al
the units and there's no signature and they didn't fill in
the delivery date.

SANDRA RI GGS: Which unit are you on, Mark?

MARK SWARTZ: Well, it's true of all of them

CLYDE KING Cxay.

MARK SWARTZ: | nean, if you just pick A-28...which

one am| looking at, I'mlooking at G21. But, | nean, pick
one. There is a card, a North Anerican Tinber card because
we sent all of themon this card. So, it's the sane. And

there's a whole list starting with A-27. And the card cane

back fromthe post office, you know, m nus the package.
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CLYDE KING R ght.

MARK SWARTZ: So, we figured it was delivered. But

they didn't fill it in. So, we called and they told us that
they signed...that was delivered to North Anerican Ti nber on
the 17th at 2:20. Les, have you sent other things to them at
this address?

LESLI E K. ARRI NGTON: W have.

MARK SWARTZ: (kay, | nean, you know it's thenf

LESLI E K. ARRI NGTON: Nuner ous.

MARK SWARTZ: Does that---7?

CLYDE KING They all conme back unsi gned?

LESLIE K. ARRINGTON: No. GCenerally they're signed

for.

BENNY WAMPLER. Do you have consent to stinul ate?

MARK SWARTZ: W don't need it. Well, we do

because it's---.

LESLI E K. ARRI NGTON: Yes. The coal is leased if

that's the question. W have a coal |lease with them

MARK SWARTZ: (Good question. W probably woul dn't

be here if we didn't in a frac well, you know.

MASON BRENT: So, none of these have been permtted

yet ?

LESLI E K. ARRINGTON: No, they have not.
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MARK SWARTZ: Correct.

MASON BRENT: They're all within the w ndow?

LESLI E K. ARRI NGTON: Yes, they are.

(Board nenbers confer anong thensel ves and revi ew
the group information in the binders.)

CLYDE KING M. Chairman, | nove that we approve.

BENNY WAMPLER: | have a notion to approve. |Is

there a second?

DENNI S GARBI S: 'l second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi ons?
(No audi bl e response.)

BENNY WAMPLER:  You're representing that the notes

for COctober the 16th, group two hearing are...is the
information that's extracted fromthese applications and
subsequent information for us to use in preparing of the
Board orders?

MARK SWARTZ: Yes.

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)
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BENNY WAMPLER:  You have approval. Thank you.

MARK SWARTZ: Wth that, | would neke one...there

is areally mnor difference, Sandra. |If you |look at C 30
on the summary sheet, the well that's identified on the plat
is CBMC30 with a capital A after it. That's the only...in
response to your question, Benny, that's the only change |
woul d make.

CLYDE KING G 307?

MARK SWARTZ: Ri ght .

BENNY WAMPLER: Had you earlier agreed to yield the

fl oor?

MARK SWARTZ: Yes. Are they here?

BENNY WAMPLER. Do you have everyone here, M.

Scott?
TI M SCOTT: Yes.

BENNY WAMPLER. Ckay. W're going to back track a

little bit, Board, if I don't get you too confused or nme too
confused. W're going to go to item#35. Get sone different
faces up here for a few m nutes.

DENNI S GARBI'S: That's a relief.

(Everyone | aughs.)
TIM SCOTT: M. Chairman, what | would |like to do

is have M. O Neill sworn and then if there's questions about
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the AFE, he'll be available to testify. |If the Board has any
guestions, if that's okay. He's going to sit in the back.

BENNY WAMPLER: Ckay. |'Ill go ahead first and call

the case and we'll go fromthere. Thank you. The next item
on the agenda is a petition fromDart Gl and Gas Corporation
for pooling of a conventional gas unit identified as Byrd #1.
This is docket nunber VGOB-01-10/16-0965; and we'd ask the
parties that wish to address the Board in this matter to cone
forward at this tinme. M. Scott, you can go ahead and
identify yourself and the people that are with you.

TIM SCOTT: Ckay. M nane's Tim Scott, counsel for
Dart Ol and Gas. |'Ill let these gentlenen identify
t hensel ves.

ROBERT PONELL: |'m Robert Powell, a |lease realty

for Dart G| and Gas.
TIM SCOTT: M. Hickley.
RI CHARD HI CKLEY: And |I'm R chard Hi ckley, the

engi neeri ng manager at Dart.
TIM SCOIT: M. O Neill

TOM O NEILL: Tom O Neill, the regi onal manager for

Dart, a geol ogi st.

BOB W LSON: M. Chairman, | have, excuse ne. [

have a revised AFE that was sent in that we need to---.
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BENNY WAMPLER. Ckay, if you will go ahead and

distribute that at this tine.
(M. WIson passes a copy to each Board nenber.)
(Wtnesses are duly sworn.)
TIM SCOTT: M. Wanpler and Ms. Riggs, |'ve known
themfor a long tine. | haven't been before the Board in a
good while. So, if | stunble, pick nme up if you don't m nd.
BENNY WAMPLER:  That's fi ne.

TIM SCOTT: Thank you.
BENNY WAMPLER: The record will show there are no

ot hers appearing today. So, you may proceed.

TIM SCOTT: Thank you.
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ROBERT L. POWELL

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOIT:

Q Wul d you pl ease state your nanme?

A My nane is Robert L. Powell.

Q And where are you enpl oyed?

A |'"'ma | ease broker or an independent broker

working for Dart Ol and Gas in Virginia.

Q Wul d you please give us a little history
about your education?

A | graduated fromlIndiana University in 1971
and |I'ma nmenber of the Anmerican Association Petrol eum
Landman, where |I'ma certified Petrol eum Landman, and |'m

al so a nenber of the Appal achi an Associ ati on Petrol eum

Landman.
Q How | ong have you been in this line or work?
A Twenty-ei ght (28) years.
Q Are you famliar with Dart's application

seeking a pooling order for unleased and unknown interest for
Byrd #1 well?

A. Yes, | am
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Q Are there any respondents |isted as unl eased

on Exhibit A that should be dism ssed fromthis application?

A There are two that should be rel eased.

Q And woul d you identify those for the Board,
pl ease?

A Tract #2.

Q Who' s that?

A Et hel D. Hudgi ns.

Q Ckay.

A And Tract #9, Harold Ckinolo and wi fe, Wanda
K. Ckinol o.

Q Ckay. Are these parties now under |ease to
Dart ?

A Yes, they are.

Q Ckay. Does Dart have...own any drilling

rights in the unit involved here?

A Yes, they do.

Q And what percentage of the unit does Dart
now have under | ease?

A They have 82. 32%

Q Ckay. Are you famliar with the drilling
rights of parties other than Dart in the unit?

A. Yes, | am
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Q Are those interests set forth on Exhibit B
to the application?

A Yes, they are.

Q Are there both unl eased and unknown heirs or
unknown parties listed on the application?

A Yes, we have bot h.

Q Al right. Let nme ask you sone questions
about the parties who are listed as unknown. \What efforts
did you nake to | ocate these parties, please?

A After checking the courthouse records and
checki ng ot her courthouses and ot her states, we |ooked at old
deeds and ol d | eases to get their nanes and tried to find
heirships affidavits or wells in Georgia, California and
Virginia.

Q Ckay. Were you successful in your
endeavor s?

A On the ones that we cannot find, we were not
successful .

Q Ckay. How were these persons given notice

of this hearing?

A By certified mail/return receipt.
Q The unknown parties?
A Ch, the unknown parties. By publication in
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t he newspaper, the Bristol Herald Courier.

Q Are you continuing to nake efforts to |ocate
and identify these parties?

A Yes. We'll continue to try to find these
people. And we thought we'd found a couple of them and then
got the return recei pt back not signed, wong address. So,
we'll continue to look for themas we drill the well.

Q Okay. Let nme ask you about the known, but
unl eased persons listed on Exhibit B.

A Ckay.

Q Are the addresses of the respondents set out

in Exhibit B?

A Yes, they are.

Q The | ast known addresses?

A Yes, they are.

Q How were these persons notified of the
heari ng?

A By certified mail/return receipt with the
drill permt and the petition.

Q Ckay. Have photocopies of the return

recei pt cards been provided to the Board previously?
A No, not...yes.

Q Phot ocopi es?
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A Ch, yes, they have.

Q Ckay. Are you asking the Board to pool all
t he unl eased interest as |listed on Exhibit B?

A Yes, we are.

Q Ckay. Some questions about your...the
unl eased interest and the efforts you nade to | ease these
interests. Are you famliar with bonus and royalty paynents
in this area and surroundi ng areas?

A Yes. |'ve worked these areas for
approxi mately 15 years and are very famliar with that.

Q Can you advise the Board as to what those
terns are?

A Approxi mately $5 per acre bonus, a $1 per
acre rental for a 5 year lease and 1/8 royalty.

Q I n your opinion, do you...do the terns that
you' ve just testified to represent the fair market val ue and
fair and reasonabl e conpensation to be paid for an oil and
gas lease within this unit?

A Yes, it would be.

Q Are you requesting the Board to grant the
respondents the three election options under Section 361.21
of the statute, being participation, a cash bonus of $5 per

net mneral acre, plus a 1/8 of 8/ 8 royalty or to be a
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carried interest owner?

A Yes.

Q Do you recommend that the order provide that
el ections by the respondents be in witing and sent to the
applicant at Dart Ol and Gas Corporation, 600 Dart Road,
Mason, M chigan 48854, Attention: Roger MKinley?

A Yes, | woul d.

Q And shoul d this address be used for all
comuni cations with the applicant concerni ng any pooling
order?

Yes.

Q Shoul d the Board establish an escrow account
into which any proceeds attributable to the unknown i nterest
that we're seeking to pool be paid?

A Yes.

Q And who shoul d be nanmed operat or under any
pool i ng order?

A Dart G| and Gas Corporation.

TIM SCOTT: Ckay. That's all the questions |I have
for M. Powell, if the Board---.

BENNY WAMPLER:  Any questions of this witness from

menbers of the Board?

(No audi bl e response.)
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BENNY WAMPLER: Cal | your next w tness.

TIM SCOTT: Ckay.

Rl CHARD HENKLEY

havi ng been duly sworn, was exam ned and testified as

foll ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOTT:

Q

> O > O >» O >

Q
engi neering?

A

Wul d you state your nane, please?

Ri chard Henkl ey.

And by whom are you enpl oyed, M. Henkley?
Dart G| and Gas Corporation.

And what's your occupation?

Pet r ol eum Engi neer.

How | ong have you been a Petrol eum Engi neer?
Twenty-two (22) years.

Where did you get your education in

| have degrees in Engineering and Geol ogy

from M chigan State University.

Q

Ckay. Are you famliar with the pooling

application now before the Board?

A

Yes, | am
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Q I n what aspect?

A | prepared the AFE for the pooling
appl i cation.

Q Ckay. Are you famliar with the total depth
of this proposed well?

BENNY WAMPLER: Before you...before you go on

t here.
TI M SCOIT: Yes, sir.
BENNY WAMPLER. Are you offering himas an expert

witness in this matter?
TIM SCOTT: Yes, sir. | offer M. Henkley as an
expert witness in this matter.

BENNY WAMPLER:  Any questions of that from nenbers

of the Board?
(No audi bl e response.)
TIM SCOTT: Thank you, M. Wanpler.
Q Are...as | asked before, are you famliar

with the total depth of this proposed well?

A Yes, | am

Q And what is that depth?

A 5970.

Q M. Henkley, I"'mgoing to take a side step

here for just a nonent. We...the application had originally
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i ncl uded an authorization for expenditure that is different
than the one now before the Board. Can you explain that,
pl ease?

A That...the new AFE was nodified to account
for this additional 1000 foot in depth.

Q The original...the original depth was 4900
feet, is that correct?

A That's correct.

Q Ckay. Are you requesting the Board to poo
t he conventional gas reserves not only to include the
desi gnated formations, but any fornmations which may be
between the formations designated fromthe surface to the
total depth drilled?

A Yes.

Q And you are excluding coal fromthis, is
t hat correct?

A That's correct.

Q Ckay. Wuld you please tell the Board what

the estinmated reserves are in the unit?

A. W' ve estimated sonewhere between a Y2to 3/4

of a BCF.
Q Ckay. We have just briefly touched on the

aut hori zation for expenditure. Are you famliar with the
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well...the proposed well costs for this well?

A Yes.

Q Has an AFE been revi ewed, signed and
submtted to the Board?

A Yes.

Q Ckay. Was the AFE prepared by an
engi neering departnment know edgeable in regard to well costs?

A Yes.

Q I n your professional opinion, does this
represent a reasonable estimate of the well costs under the
pl an of devel opnent ?

A | believe so, yes.

Q Ckay. An additional matter with regard to
the AFE, could you please tell the Board what both the dry
hol e and conpleted well costs would be or estinated to be for
the well Byrd #1?

A The estinmated dry hole cost is $219, 826 and
the total well costs $341, 624.

Q Do these costs reflected on the AFE
anticipate a nultiple conpletion?

A Yes.

Q And does the AFE cover a reasonabl e charge

for supervision?
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Yes.
Q And what is that charge?
A $6,000. That is for both the drilling and
conpl eti on.
Q Okay. Would the approval and grant of this

application be in the best interest of conservation,
prevention of waste and the protection of correlative rights?

A Yes.

TIM SCOTT: | don't have any further questions for
M. Henkley, if the Board has questions.

BENNY WAMPLER. One thing we will have to have is a

signed...unl ess you have a signed AFE, we...it's not signed.
So, we will need you to put your title and sign it and date
it.

RI CHARD HI CKLEY: Ckay.

TIM SCOTT: W can do that imedi ately.
BENNY WAMPLER: And anend this. Any questions from

menbers of the Board of this wtness?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

TIM SCOTT: No, sir.
BENNY WAMPLER: Is there a notion?

DENNI S GARBI'S: | have a question, M. Chairman
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BENNY WAMPLER:  Ch, I'msorry. M. Garbis?

DENNI S GARBI S: | noticed that you're drilling to
depths of 5970. | noticed over here was 4970. You're adding
another 1,000 feet. Wy is that...l'mnot sure who the right
person to answer this is, why is it you're drilling close to
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6,000 feet were the other people that have cone before you
are normally in the 2500 to 3,000 feet depth.
TIMSCOIT: 1'Il let me ONeill testify to that.

TOM O NEI LL

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOITT:

Q M. ONeill, before you begin, what is

your...what's your nane, please?

A Tom O Nei | | .

Q And by whom are you enpl oyed?

A By Dart Ol and Gas.

Q And what is your position at Dart G| and

| am the Appal achi an Regi on Manager.

And what's your educational background?
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A | have a geol ogy degree fromthe University

of M nnesota in 1974.

Q How | ong have you been a geol ogi st?
A Twenty-seven (27) years.
Q Okay. Now, go ahead and answer the question

if you woul d, please.

A Okay. As we cone further South, this is a
Wldcat well, the main difference is the thickness of the
Devoni an shell and that's the reason we've added the ot her
1,000 feet. There's not a |ot of control determ ning the
t hi ckness of the Devonian shell; and we want to be sure we're
through the entire formation. There's a possibility there
may be even sone repeat of sonme of the lower units of the
Devoni an shell. So, that's the primary difference, is that
we're anticipating the Devonian shell to be over 3,000 feet
t hi ck.

BOB WLSON: M. Chairman,---.

BENNY WVAMPLER M. W/ son?

BOB WLSON: ---to clarify as well, nobst of what

you have seen earlier today has been coal bed net hane wells.
This is a conventional well, going to deep targets.

DENNI' S GARBI S: Yeah. Uh-huh, yeah

BENNY WAMPLER:  Any ot her questions from nenbers of
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t he Boar d.

BENNY WAMPLER: Is there a notion?

MASON BRENT: M. Chairman, | nove that

t he application.

BENNY WAMPLER: Mbtion to grant the app

Is there a second?

CLYDE KI NG | second.

CLYDE Kl NG Second

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)

BENNY WAMPLER. Al in favor, signify b
yes.

(Al nmenbers signify by saying yes.)

BENNY WAMPLER:  Opposed, say no. You h
approval. Thank you very nuch.

TIM SCOTT: Thank you very nuch.

RI CHARD HI CKLEY: Thank you.

TIM SCOTT: Thank you for your tine.

BENNY WAMPLER: | f you'll do the AFE an
ever yt hi ng.

BOB W LSON: M. Chairman, |'mnot.. .|

not sure if | caught it, but there is an escrow r

this because there are unknown parties.
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TI M SCOTT: Yes, sir.

BOB WLSON: Does that cover...okay, thank you

(Board nenbers confer with individuals from Dart
before they | eave.)

BENNY WAMPLER: The next itens for agenda is group

three in your notebook that has been provided this norning by
Consol Energy. W're calling unit A-26, which is docket
nunber VGOB-01-10/16-0929; U-27, which is 0930; and unit-B-
27, which is 0934. W'd ask the parties that wish to address
the Board in these matters to cone forward at this tine.

MARK SWARTZ: Mark Swartz, Les Arrington and Anita

Tester.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, I'"'mgoing to rem nd you that you're
still under oath, okay?

A Yes.

Q Who's the applicant with regard to these

three units?
A Buchanan Producti on Conpany.
MARK SWARTZ: | would ask that we coul d incorporate
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his previous testinony with regard to the group two cases
concer ni ng Buchanan Production and it's---.

BENNY WAMPLER:  Oaner shi p---.

BENNY WAMPLER: - --ownership and so forth.

BENNY WAMPLER: That wi || be incorporated.

Q Les, are all three of these pooling
applications made for units in the Cakwood | Field rules?

A Yes, they are.

Q So, they would pertain to the production of

coal bed nmet hane on 80 acre units fromthe Tiller seam on

down?
A That's correct.
Q s there one well proposed for each unit?
A Yes, it is.
Q Is it in the drilling w ndow?
A Yes, it is.
Q Have you submtted cost estimates with

regard to each of the wells?
A Yes, we have.
Q And have you reported those estimates on the

summary page for the group three cases?
A Yes, we have.

Q And do those estinmates represent your..

89



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

represent a reasonable estimate of the cost to drill and frac
and conpl ete those wel |l s?

A It does.

Q Now, is it true that none of these wells
have been permtted or drilled as of today?

A That's correct.

Q In terns of the need for any revisions, if
you | ook at the group three summary sheet, have we |isted
sone of the revised exhibits?

A Yes, we have.

Q Ckay. And the Exhibit B-2 and B-3 changes
were in response to a conmunication fromM. Bottinore,
correct?

A To correct the interest, yes.

Q Right. But you...|l nean, the respondents
called you and---7?

A Yes.

Q ---said you' ve got sone issues here you need
to collect?

A That's correct.

Q And the interests that are outstandi ng and
that are | eased and that are being pool ed by these

applications have been taken fromthe Revised Exhibit A page
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two, that's in the stuff that was given to the Board today,
correct?

A Correct.

Q Because that would reflect the changes after
t he respondents contacted you?

A Yes, it is.

Q Wth regard to the notice and publication
here, have you tendered to the Board this norning
certificates of publication fromthe newspaper?

A Yes, we have.

Q And are the dates of publication as are
i ndi cated on the group three sunmary?

A Yes. And published in the Bluefield Daily
Tel egr aph.

Q Ckay. And it |looks |ike everything was
mai l ed on the 14th, is that correct?

A That's correct.

Q And have you tendered your conpany records
and post office records wth regard to the nailing?

A Yes, we have.

Q Is it your opinion that the plans for
devel opnent of these three units as depicted on the plats and

di scl osed by these applications represent a reasonable pl an
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to devel op coal bed nethane fromthese three Gakwood units?

A Yes, it does.

Q And woul d you reconmend it as a nmethod to
protect the correlative rights of the folks that you're
pooling, as well as the folks that you' ve al ready obtained
| eases fronf

A Yes, it does.

Q Now, | notice here that North Anerican
Ti mber, Geo Met and Hi ghl and Resources are agai n being
pool ed?

A Correct.

Q And woul d your testinony be the sane with

regard to who owns and who may or nmay not | ease and what the

status of the record would be that you gave concerning the
group two cases?

A. That's correct, it is.

Q What's the situation with regard to the need

for escrow, if any here?

A Wthin this group there is no need for an
escCr ow.

Q For any reason?

A No.

BENNY WAMPLER:  Shoul d we i ncorporate that
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testi nony

for North

guess nay

testi nony

t he fol ks

correct?

set forth
exhibits
ori gi nal
represent

accur at el

that you referenced. He said it would be the sane
Anerica---.
MARK SWARTZ: Well, | neant to incorporate it. |

be |I didn't state it that way.

BENNY WAMPLER: | was just...that's fine.

MARK SWARTZ: But could we incorporate his prior

fromthe group two cases?

BENNY WAMPLER.  We' || incorporate that.

Q Wth regard to dism ssals, have you |isted
that need to be dism ssed in Exhibit B-27?

A Yes.

Q And you' ve stated the reason for that?

A Yes, we did.

Q And we really don't need to add anybody,

A That's correct.

Q Have we carefully conpared the infornmation

on the summary page for group three to the revised
that are identified on that sheet and to the
applications that were filed so that we can
to the Board that the group three summary

y sets forth the informati on extracted fromthe

several applications and exhibits?
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A. Yes, we have.

MARK SWARTZ: 1'd like to offer that group three

summary exhibit into evidence so the Board and the Board's
attorney could refer to that in the future.

BENNY WAMPLER: It's accepted.

MARK SWARTZ: And that's all that | would have of

M. Arrington at this tine.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?

MASON BRENT: If | may?

BENNY WAMPLER: M. Brent.

MASON BRENT: Can you help ne with B-2 here? On

your sumrary page on your revisions, you ve got for all three

units Exhibit B-2 and then in parenthesis to change Robert
Bottinore, Jr.'s interest and to dism ss the Gal ose, however
you pronounce it. And then go to B-2, where on there do we
change Robert Bottinore's interest?

LESLI E K. ARRI NGTON: Ckay. | believe--.

MASON BRENT: Change on B-3 is that what you said?

MARK SWARTZ: Let himlook at it.

LESLI E K. ARRI NGTON:  Ckay.

MARK SWARTZ: |If you would...if you would refer to

the application, let's just stay with A-26.
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BENNY WAMPLER:  You' d better bring Anita down.

LESLIE K ARRINGTON: That's what it is. Here you

go.
MARK SWARTZ: |If you look at B-3 in the origina

application, M. Bottinore had .02 acres and .025% and by
dismssing in the B-2 Exhibit. D d you have any |uck finding
the original B-3?

MASON BRENT: \Who ne, yeah

MARK SWARTZ: By dism ssing the folks that we' ve

listed in the B-2 that we've submtted today and shifting
their interest because it turns out that they're not owners,
we have then recorded on B-3, and | realize the sumary
didn't say that, but his interest... M. Bottinore's interest
has doubl ed.

MASON BRENT: Yeah, I'mw th you now.

MARK SWARTZ: But you really had to conpare it for

it to make sense. |'msorry.

MASON BRENT: |I'mjust having a little difficulty

goi ng from book to book to book.

BENNY WAMPLER: Ot her questions?

(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

MARK SWARTZ:  No.
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(Board nenbers confers anong thensel ves.)

BENNY WAMPLER. Anita, is there anything el se we

need to know on this?

ANI TA TESTER  No.

CLYDE KING \Who knows.

MARK SWARTZ: | always got to walk the |ine

bet ween- - - .

CLYDE KI NG Yeah, right.

MARK SWARTZ: But they can't be specific if you

want to help them you know.
(Everyone | aughs.)

MARK SWARTZ: So, if you want to hel p, you know,

t he Chairman, you can---.

SANDRA RI GGS: Call her as the Board's own w tness,

is that what we need to do?

BENNY WAMPLER:  Yeah. Do you want us to call her

as an adverse w tness?
(Everyone | aughs.)

MARK SWARTZ: W th Anita, you never know. She

could turn on you at any tine.

DENNI S GARBI'S: That's not a nice thing to say.

CLYDE Kl NG Is that for the record?

(No audi bl e response.)
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MARK SWARTZ: We have a working relationship. Oh,

it's you again.

(Everyone | aughs.)

DENNIS GARBIS: |'m sure you have many wor ki ng

relationships, M. Swartz.

CLYDE KING | hope

BENNY WAMPLER: |s there anything further from

menbers of the Board?

(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

DENNI S GARBI'S: A notion to approve.

MASON BRENT: Second.

BENNY WAMPLER: A notion to approve and second.

Any further discussion?

yes.

about her.

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

LESLIE K. ARRINGTON: | m ght nake a statenent

Before Anita started helping ne, I mght get ten
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...Struggle to get ten docunents done. So, you can see what
a difference it makes.

BENNY WAMPLER: Wl |, you know I knew who to ask if

there was anything el se we needed to know.

LESLI E K. ARRI NGTON: Yes. And | think Bob has

talked to Anita on a couple few occasions.

BOB WLSON: Yeah. To sone degree | would have to

agree with M. Swart z.
(Everyone | aughs.)

BOB WLSON: At any given tinme, you never know.

(Everyone | aughs.)

BENNY WAMPLER: Ckay. The next itens on the

agenda, we're going to group four in the notebook that has
been provided this norning. It's unit G 44, applicant Consol
Energy for pooling of unit G 44, docket nunber VGOB-01-10/16-
0963 and unit H- 44, docket nunber 0964. These are itens 33
and 34 in the original if you have themin your notebook or
your folders, however they're nunbered. W' d ask the parties
that wish to address the Board in this matter to cone forward
at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington and

Anita Tester.

BENNY WAMPLER: The record will show there are no
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others. You nay proceed.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, I"'mgoing to rem nd you that you're
under oath, okay?

A Yes.

Q These are the only two pooling applications
wher e Pocahontas Gas Partnership was the applicant today, is
t hat correct?

A That's correct.

Q And we need to change the notes for group
four because over on the left hand corner it has got BPC. Do
you see that?

A Yes, it does.

Q So, we...l guess we were kind of in a groove
here. But it needs to be PGP, right?

A That's correct.

Q Ckay. So, we need to do the standing
testinony and so forth because we haven't...these are the
first PGP units today, right?

A. That's correct.
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Q Who do you work?

A Consol Energy.

Q And what do you do for thenf

A Gas Engi neer.

Q Ckay, did you and Anita prepare the

applications, notices and exhibits for these two units?

A Yes, we did.

Q And the applicant here in all...in both of
these units is Pocahontas Gas Partnership, is that correct?

A It is.

Q Pocahontas Gas Partnership is a Virginia
Ceneral Partnership?

A That's correct.

Q And in this situation on these two
applications Pocahontas Gas Partnership is al so seeking to be

t he designated operator, is that correct?

A That's correct.
Q Pocahontas Gas Partnership has two partners,
correct?
It does.
And who are they?
A Consol Energy and Consolidati on Coal
Conpany.
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Q And has Pocahontas Gas Partnership

registered to do business with the Commobnweal t h?

A Yes, it does.

Q O in the Commonweal t h?

A Yes, it is.

Q Has it registered with the Departnent of

M nes, Mnerals, and Energy and has it filed a bl anket bond
as it's required to do by |aw?

A Yes, it has.

Q Have you identified the respondents here
both on the group four sunmary and in the notices of hearing
for both of these units?

A Yes, we have.

Q Ckay. And essentially we're tal ki ng about
the Rogers famly?

A That's correct.

Q And with regard to escrowto flush this out,
there is a coal and oil and gas ownership separation, is that
correct?

A Yes.

Q And the two Rogers Trusts have entered into
a split agreenent---7?

A Yes, they have.
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Q ---that solves the conflict?

A On a portion of it, yes.

Q On a portion of it. But there are other
famly nmenbers who have an oil and gas interest that do not
have a coal interest and so there is going to be a conflict
...there's going to be a requirenent for a conflict escrow?

A That's correct.

Q And with regard to both of these
applications when you filed themoriginally there is in fact
an Exhi bit E which addresses escrow requirenents for these
two units?

A It does.

Q So, it's in the original applications. Do

you need to add anyt hi ng?

A However, we need to submt---.
Q Ckay.
A ---an Exhibit EE reflecting the royalty

split between the two trusts.
Q Ckay. ay, and we'll do that. Do you want

to add anybody or subtract anybody as a respondent?

A No, we do not.
Q Did you mail and publish?
A Yes, we did.
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Q And is that information reflected in the
summary and the exhibits that were submtted today in terns

of what you did and when?

A Yes, it is.

Q Are these al so Cakwood | 80 acre units?

A Yes, they are.

Q And therefore would it be true that you're

tal ki ng about one well per unit?

A That's correct.

Q And are both of these proposed wells in the
drilling w ndows?

A Yes, they are.

Q And ny recollection is you probably have

permts for these two wells?

A W do.

Q Ckay. The estimated cost that you're
reporting, is that partly a spent cost? | nean, have the
wells been drilled yet?

A No, they have not.

Q So, it's a conpleted estinate?

A It is.

Q Have you submtted a well cost estimate with

regard to both of these units?
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Yes, we have.
Q And is the nunber reported in that estinate

and on the sunmary sheet represent your opinion as to the

reasonabl e cost of drilling and conpleting and fracing these
wel | s?

A Yes, it does.

Q To the extent that you have...the Board

woul d be required to include an election option for deened to
have been | eased and woul d be required to include | ease
terms, what terns would you reconmend to the Board?

A Qur standard | ease terns for a coal bed
net hane lease is a $1 per acre per year with a 5 year paid up
termand a 1/8 royal ty.

Q And these wells would produce fromthe
Tiller on down?

A Yes, the wll.

Q Is it your opinion that the plan for
devel opnent that's shown by the applications and particularly
the plats that are submtted with the applications, is a
reasonabl e plan to devel op the coal bed nethane fromw thin
and under these two 80 acre units?

A Yes, it will.

Q And would the...is it your opinion that the
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correlative rights of the fol ks who being pooled and to sone
extent whose interest are being escrowed, that their rights
woul d be protected by this devel opnent plan?

A Yes, it will.

Q That's all | have.

BOB W LSON: M . Chai rman?

BENNY WVAMPLER' M. W/ son?

BOB WLSON: | have two letters that we need to put

into the record here. One which is dated actually July 18th,
2001 from Donald R Johnson, who is the attorney for the Fon
Rogers Estates in certain matters. This is actually in
reference to units B-31 and C- 32, which were considered
earlier by the Board. The initial paragraphs says, "On
behal f of M. Fon Rogers, |1, trustee of Lon B. Rogers
Bradshaw Trust #1, as oil and gas owner and M. Fon Rogers,
1, trustee of Lon B. Rogers Bradshaw Trust #2 as coal owner
and submtted to the Virginia Gas and G| Board a fully
executed royalty agreenent for the allocation of any royalty
payabl e on production for the proposed coal bed net hane units
B-31 and C- 32.

As we di scussed by tel ephone today, this agreenent
covers all the coal, oil and gas in Virginia owed by the two

trusts so that this agreenent can be used in the future
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shoul d the occasion arise."

| have a second letter from Fon Rogers, the trustee
of the Lon Rogers trusts, stating that, "Please be advised
that the royalty agreenent dated July the 17th, 2001
previously submtted by certified mil to the Board in regard
to the B-31 unit which determ nes the allocation between the
two trusts is allocable to the above referenced units, which
are the G44 unit and the H 44 unit", which we are
consi deri ng today.

"I woul d appreciate your cooperation in having the
agreenent recogni zed at or before the hearing so that the
interest of the trust are not designated as conflicting."
There are a couple of other thing pointed out in this letter
stating that, "Subject coal lease is with Island Creek Coa
Conpany. It is not with Consolidation Coal Conpany, a
reserve coal properties. The |ease requires that any
assignnent be with the consent of the | essor and no such
consent has been given."

| believe that our copy actually shows the coa
|l ease to be with Island Creek on that piece of property there
on our plat. So, that basically is taken care of. The other
coment was, "The current |essee of the oil and gas is

Equi t abl e Producti on Conpany - Eastern States, Inc. The
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subject oil and gas | ease has been assigned with ny consent
as trustee."

BENNY WAMPLER:  When you refer to B-31, they were

considered earlier and not today, at a earlier---?

BOB WLSON: At an earlier hearing, yes.

BENNY WAMPLER: - --heari ng?

BOB W LSON: Correct. Correct.

BENNY WAMPLER:  And you put that in the record in

reference specifically to G 44 and H 44?

BOB W LSON: Correct.

LESLIE K. ARRI NGTON: Who was it assigned...who was

the oil and gas assigned to, Equitable or Eastern?

BOB WLSON: In the---7?

LESLI E K. ARRI NGTON: In that letter?

BOB WLSON: In the letter it's one entity,

Equi t abl e Production - Eastern States Conpany or Eastern
State, Inc.

MARK SWARTZ: Just so there's no confusi on because

we' ve been here before on this. There has never been an
assi gnnent by the Fon...by the Lon Rogers Trust of any
interest | eased to anybody to Consol, Pocahontas Gas
Partnership or whatever. So, although we have an agreenent

with Equitable that we've previously shared with you guys,
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just so you understand, when he started to run an assi gnnment
it didn't run to any...to the applicant or any affiliates of
t he applicant.

BENNY WAMPLER: Nei t her of those letters refl ect

obj ections to these poolings?

BOB WLSON: They do not.

SANDRA RI GGS: The | anguage in the prior B-32 and

B-31 and C-32 with respect to your agreenent w th Equitable,

are they applicable to this hearing?

MARK SWARTZ: As | have nodified them and sent them

back to you, yes.

SANDRA RI GGS:  Ckay.

MARK SWARTZ: In a nutshell, to rem nd the Board,

we agreed to honor the production royalty clauses of the
| eases even though they weren't been assigned to us. 1In a
nutshell, we agreed to do that.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER. Do you have anything further, M.

Swartz?
MARK SWARTZ: No.

BENNY WAMPLER: |s there a notion for approval ?
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DENNI S GARBIS: | nake a notion to approve.

BENNY WAMPLER: Mbtion to approve.

MASON BRENT: | second.

BENNY WAMPLER.  And second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Do you need

sone tinme or are you ready?

MARK SWARTZ: W' re ready.

BENNY WAMPLER: The next itens to be considered in

group five of the notebook. [|'lIl go ahead and call unit E-
21, docket nunber VGOB-01-10/16-0945; unit F-21 is 0951; unit
G 27 is 0955; unit H27 is 0956; unit 1-30, 0957. We'd ask
the parties that wish to address the Board in this matter to
conme forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington and

Anita Tester on behalf of Buchanan Producti on Conpany.

BENNY WAMPLER: The record will show there are no
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others. You may proceed.

MARK SWARTZ: Just by way of introduction, you'l

notice that the pooled parties, if you'll |ook at the group
five summary, we've got North Anmerican Tinber, Geo Met, and
Hi ghl and again and the addition here that caused this
grouping was the railroad, Norfolk Southern. | would request
that we be allowed to incorporate the prior testinony from
the group two cases regarding North Anerican Tinber and the
owner ship and | ease di scussion that we had.

BENNY WAMPLER:  That wi Il be incorporated.

MARK SWARTZ: | would also ask to incorporate from

the group two hearing the testinony with regard to the
partnership authority of Buchanan Production, Consol Energy's
situation with regard to the Commonwealth in terns of its
bondi ng and so on and so forth, the del egati on of managenent

responsibility, the fact that we're tal king about OGakwood I
units, and the testinony with regard...the opinion testinony
with regard to the plan of devel opnent and protection of
correlative rights.

BENNY WAMPLER:  That wi Il be incorporated.

MARK SWARTZ: Then to deal with i ssues that have

not been incorporated, okay.

110



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR ARRI NGTON

Q There is one frac well| proposed for each of

these units, is that correct?

A That's correct.

Q And did the plats show that each of the
proposed wells is, in fact, inside of a drilling w ndow?

A Yes, it does.

Q Have any of these wells been drilled?

A No.

Q And | assune...have any of them been
permtted?

A No.

Q So, are the estinmated cost figures two

estimates then?

A Esti mates only.

Q Ckay. Have you submitted a cost estinate
wth regard to each of the proposed wells with each of the
original applications?

A Yes, we did.

Q And does the total nunmber shown on each of

those cost estimtes represent your opinion with regard to
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the reasonable cost to drill, frac and conplete those wells?

A Yes, it does.

Q The only revision or revised exhibit that
we're dealing wwth is concerning unit 1-30 that's noted on
the summary page, is that correct?

A It is.

Q Have you and | and Anita undertaken to
carefully conpare the information on the group five sunmary
to the base data in the five applications that are conbi ned
her e?

A Yes, we did.

Q And is...and is it our representation to the
Board coll ectively that the nunbers and infornmation reported
on the group five summary exhibit truly represent what was
set forth in each of the applications?

A Yes, it does.

Q What is the situation with regard to the

need for escrow here, and take it a unit at a tine?

A Yes. For E-21, F-21, G 27 and H 27, there
will be a need for escrow

Q And what's the reason?

A Due to basically Norfolk Southern owning the
oil and gas and coal...the oil, gas and coal ---.
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Q
A

Above---7?

---above 800 feet and then the oil and gas

is in conflict wwth the coal owner fromthat point down.

Q

kay, C. L. Ritter owms the coal, or

sonebody owns the coal from 800 feet down---7?

A

Q
A.
Q

| -307?

That's correct.
---and that's the conflict?
That's correct.

Ckay. Is there a requirenent for escrowin

No.

And | take it fromyour testinony that there

is no need to escrow for any reason other than the conflicts

in the four

A
Q

pr obl enf

A.
Q

units that you' ve tal ked about ?

That's correct.

So, we don't have an unknown or unl ocat eabl e

That's correct.

Ckay. Wuld it be your recommendation to

the Board that any order that they m ght enter concerning

fol ks who were deened to have been | eased after the el ection

period and what terns m ght be deened to apply that you would

recommend what to the Board in terns of | ease terns?
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A Qur standard |lease terns are a $1 per acre
per year with a 5 year paid up termand 1/8 royalty for a
coal bed net hane | ease.

MARK SWARTZ: That's...other than offering in

evi dence the group five summary sheet, that would be all that

| would have at this tine.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?
CLYDE KING So, we only have two---.
(Ms. Riggs confers with M. King.)
CLYDE KING | nove we approve, M. Chairman.
BENNY WAMPLER:  Mbtion for approval. |If you'l
give ne one second. |'mjust checking on your note...|-30

Revi sed Location Pl at.

MARK SWARTZ:  Uh- huh.

BENNY WAMPLER. It m ght just not be in ny

not ebook. But | don't have it.

MARK SWARTZ: | don't have it either.

LESLI E K. ARRI NGTON: Ckay, what is the l|location

plat, this was...what we're correcting, | hope | can get it
out of here.

BENNY WAMPLER: | have that.

LESLI E K. ARRI NGTON: Ckay, that's...that's what
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the revision is and we actually...what we had in the
application was the wong square mnarks.

SANDRA RIGGS: So, it's Exhibit A-1 plat?

LESLI E K. ARRINGTON:  Yes. Uh-huh

BOB WLSON: |If | could back up for a second, is

that the sane situation in H 44, because it al so said Revised
Pl at and there wasn't---?

LESLIE K. ARRINGTON: It was.

MARK SWARTZ: R ght. [It's not the well plat. It's

t he---.

BOB WLSON: The plat location---.

MARK SWARTZ: ---grid plat.

LESLI E K. ARRI NGTON: Yeah, for publication.

BENNY WAMPLER:  Yeah. All right.

CLYDE KING W nmaybe weren't ready yet.

BENNY WAMPLER.  The notion is fine. | was just...l

had...l was looking at that and | didn't want to | ose ny
pl ace.

MARK SWARTZ: | had the sane problem--.

BENNY WAMPLER:  That was fine. |f anything, |

shoul d have carried on and see if | had a second and then
gquestioned. But anyway, | have a notion for approval. |Is

there a second?
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(Ms. Riggs confers with M. WIson.)

MASON BRENT: M. Chairman, | second the notion.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.

(AI'l nmenbers signify by saying yes.)

BENNY WAMPLER:  (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

(O f record discussion.)

BENNY WAMPLER.  Are you ready for the | ast
gr oupi ng?

MARK SWARTZ: Yes, we are.

BENNY WAMPLER:  The next itens for agenda are unit

D-23, which is docket number VGOB-01-10/16-0942; unit E-22,
0946; unit E-23, 0947, unit F-22, 0948; and unit F-23 is
0949. We would ask the parties that wish to address the
Board in this matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz, Les Arrington and Anita

Tester and with regard to these five units would be on behal f

of the applicant Buchanan Producti on Conpany.

116



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

BENNY WAMPLER: The record will show there are no

others. You may proceed.

MARK SWARTZ: | would ask that...ask permssion to

i ncorporate fromthe group two hearing the testinony with
regard to Buchanan Production Conpany's status as a
partnership with regard to its partners and del egati on of
authority; to incorporate the testinony with regard to Consol
Energy's invol venent as accepting a designation of authority,
the testinony generated with regard to the fact that these
frac units under the OGakwood | rules and what that neans;

the testinony with regard to standard | ease terns that are
offered generally to folks to |l ease in reference Board
orders; and the opinion testinony with regard to the plan to
devel op and the protection of correlative rights.

BENNY WAMPLER:  Those wi || be incorporated.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q M. Arrington, let's nowturn to sone of the
specific things we need to tal k about concerning the group
six matters. First of all, 1'd just like you to confirmthat

t hese are i ndeed GCakwood | units?
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Yes, they are.

And how many wel | s are proposed for each

units?

A One.

Q And where are they located in each instance?

A Wthin the drilling w ndow.

Q kay. Are there permts for any of the
wel | s?

A No.

Q So, then we can safe to assune none of them

have been drilled, right?

A That's correct.

Q Have you provided a cost estimate with
regard to the proposed well for each of the units?

A Yes, we have.

Q And then have we reported those estinates on

the group exhibit?

A Yes, we have.
Q Is it your opinion that those estimtes are
a reasonable...represent a reasonable cost to drill, frac and

conpl ete each of these wells?
A Yes they do.

Q And are the depths your best estinate as to
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where the seans will be encountered and, in fact, drilled
slightly through, | suppose, the |ast sean?

A Yes, it is.

Q kay. Wth regard to publication and
mai ling, |ooks like you nmailed to everybody on the sane day,
is that right?

A Yes, it is, Septenber the 14th.

Q And then on publication, is there in fact in
the exhibits that the Board got today a certificate of
publication fromthe newspaper show ng the several dates on
whi ch the information was published?

A Yes.

Q The pool ed parties here on the group
exhi bit, you've identified certain pooled parties. Do you
see that?

A Yes.

MARK SWARTZ: 1'd like to incorporate your

testinony fromthe group two cases regardi ng the ownership
interest of North Anerican and the potential relationship
bet ween North American, Geo Met and Hi ghl and Resources, if |
can do that?

BENNY WAMPLER:  That will be incorporated.

Q Now, you've got Crenshaw s and Eastern
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American Energy Corp., is that a | ease situation? Wat's the
story?

A Yes, it is.

Q Ckay, so Eastern Anmerican has | eased sone of
the Crenshaw s or all of then?

A Al of them

Q Ckay. So, the pooling election would
essentially be Eastern American's if they chose to---?

A That's correct.

Q And the revisions, you'll notice here, we
have |listed certain exhibits that have been revised with
regard to all five of the units?

A That's correct.

Q Is it true that the revisions were provoked
because you got a | ease from Sarah Ann Bal dw n?

A That's correct.

Q So, the B-2 in all instances dism sses her
as a | eased party?

A Yes, it does.

Q And t hen, of course, we had the Revised B-3
because we're pooling | ess fol ks?

A That's correct.

Q And the percentages in A-2, page...Exhibit
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A, page two, would have gone down because you show one nore
| ease?

A That's correct.

Q Have you reported in the spreadsheet for the
group six units the percentages fromthe Revised Exhibit A

page two, that was given to the Board today?

A Yes, we have.

Q Ckay, so that's updated information?

A Yes.

Q What's...what's the situation regarding the

need for escrow, if any?
A Ckay, within all of these units, there's no

need for an escrow.

Q So, everybody has got fee m neral s?
A Yes.
Q And is there any need...and | take it then

there's no need to escrow for unl ocateabl es or address

I ssues?
A No.
Q Correct?
A Correct.

BOB WLSON: M. Chairman, you...unless this has

changed since the original application, you show a M chel a
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Bal dw n address unknown as an owner. |'m | ooking right now
at...under E...unit E-22, Tract 2.

LESLI E K. ARRINGION: You're correct. I|'msorry.

MARK SWARTZ: Let's look at...lets go through them

and | ook at the Revised---.

LESLIE K ARRINGTON: | thought that we got that

actual ly.
(M. Arrington confers with Anita Tester.)

LESLI E K. ARRI NGTON: Ckay, we do have an address

for her now and we have nmil ed her a | ease.

MARK SWARTZ: So, since filing, we've obtai ned an

addr ess?

LESLI E K. ARRI NGTON:  Yeah.

MARK SWARTZ: So, what we need to do, though, for

their purposes is we need to submt an anended B-3 probably
to show an address so that that gets attached to the Court
order.

LESLI E K. ARRI NGTON:  Ckay.

MARK SWARTZ: (Ckay.

Q QG her than the dismssals in B-2, is there
any other dism ssals today?
A No.

Q Do you wi sh to add anybody with regard
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to...as a respondent in any of these units?

A No.
MARK SWARTZ: Ckay. That's all | would have at
this point except that | would like to offer...well, let ne

back up. W would collectively represent to the Board that

Les and Anita and | have carefully conpared the spreadsheet

group six to the base information in the original exhibits or

the revised exhibits and woul d represent to the Board that
states accurate information w thout exception, and we would
therefore offer the group six sunmary exhibit into evidence.
And then with that caveat, that would be all that | would
have.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?
(Board nenbers review the notes and confer anong
t hensel ves.)

BENNY WAMPLER.  No questions. |s there a notion?

DENNI S GARBIS: | nake a notion to approve.

BENNY WAMPLER: | have a notion to approve. |Is

there a second?

CLYDE Kl NG Second

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)
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BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.
(No audi bl e response.)
BENNY WAMPLER:  You have approval. Thank you very
much.

(Per M. Wanpler, do not type off record
di scussion.)

BENNY WVAMPLER M. W/ son?

BOB WLSON: W have a couple of itens of Board

busi ness we need to | ook at before we get out of here.

Nunmber one, the quarterly report fromFirst Union on the
escrow account. [|'ll pass those down. Basically, deposits
for the quarter, $422,891.72 earned $51,211.72 in interest
and we paid out $9,724.56 and there are some ot her

di sbursenents pending, too, that were approved during that
period of time. W're earning 3.24% which is probably about
the best anybody is getting right now Again, the account
review that you see here, they represent the $5,000 fee being
extracted each nonth. However, they're only doing that tw ce
a year, which is fine fromour standpoint. So, the actua

bal ance that they show on our report is nore than what they
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show here because they have not actually renoved that noney
fromthe account yet. Showi ng a bal ance of $6, 181, 329.41 as
of the end of Septenber. And there's a statenent back here
about sone internal auditing that they did and found sone
m st akes and they corrected everything.

Al and all, it has been noving pretty snoothly.
We have continued to work with them on some mnor itens that
we find fromnonth to nonth. |'msure you' re all aware that
Consol has bought out Conoco's interest in Pocahontas Gas
Partnership and that is going to solve a |lot of our problens
because a | ot of our problens have been with Conoco's
accounting and responsiveness. W had a nmjor problem
getting themto correct things and then provide data the way
we needed it and that sort of thing. The outfit that does
the accounting for Consol otherwse, | can't renenber the
name of it now. It's a Canadian outfit. But it's excellent.
They're very responsive. They've been extrenely easy to
work with and everything will go to there now once all of
this has changed over. So, that should solve a |lot of our
probl ens right there.

Again, in general, it's noving very snoothly and
t hi ngs have gotten down to pretty nuch a routine. W stil

have regul ar conversations with them But that was...if you
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remenber one of the problens we had initially was there would
be a problemand they wouldn't contact us. Now, we get e-
mails, we get phone calls imediately. W work themout. If
t hey have, which occasionally happens, paynents coming in
that aren't properly attributed, they either have an

i ncorrect VGEOB nunber on them or no VGOB nunber, they
routinely contact us before they handle it and then in
general send it back and send us a copy of it so that we have
a record of those nonies being returned as well. So, it's
wor ki ng out quiet nicely right now

MASON BRENT: That's good to hear.

BENNY WAMPLER:  Any questions on the statenent?

CLYDE KING That's a bunch of noney.

DENNI S GARBI'S: You would think they could do

better than 3.6...3.69%
BOB W LSON: [t's down to 3.24 in the |ast---.

DENNIS GARBIS: | nean if you were to invest that

in governnent securities. $100,000 Gbill or sonething
think it would be right close to---.

BOB WLSON: Wl ---.

SANDRA RI GGS: Didn't we tell themto | eave themin

overnight funds totally? Their proposal was based on---.

BOB WLSON: Money mar ket .
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SANDRA RIGGS:  ---noney market, | think, and we

approved that investnent schene up front, | believe. So, if
we had...if we wanted to change our investnent instructions
to them | think we would have to revisit that.

DENNIS GARBIS: | nean, |'mjust saying, and

don't track themon a daily basis, there's smarter people
that could tell us about that, but | just happened to hear on
the radio that apparently there are sone governnent bonds
that are alnost like 5. 9%

CLYDE KING Yes, they are.

BOB WLSON: There is...there are limts to what we

can invest this noney in since it's basically a governnent
controlled fund.

DENNI S GARBI S:  Yeah.

MASON BRENT: We have to keep it---.

BOB W LSON: | don't know what those limts are.

MASON BRENT: W have to keep this noney...we have

to keep this noney fairly liquid in case people cone and want
it.

DENNI S GARBI'S: Yeah. Well, you could...you could

mai ntain your liquidity by having different denom nations of
it.

CLYDE KING W're not passing it out, liquid
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t hough, are we?

DENNI S GARBIS: | nean, just as a suggestion.

CLYDE KING It's available. But how long has it

been since you paid any out?

BOB WLSON: Well, we paid out $9,724 over this

guarter and we have sone ot hers pendi ng.

CLYDE KING Wiich is a very small anount.

BOB WLSON: Yeah, a very small anount. But

actually, we've paid out nore frequently lately.

SANDRA RI GGS: W probably have $200, 000 worth

pendi ng. There were five disbursenents | ast nonth and then
two fromthe Henry Keuling-Stout applications.

BENNY WAMPLER. W' ve got over, | guess...since

we' ve started we're approaching---.

BOB WLSON: Over 2,000, 000.

BENNY WAMPLER:  Yeah. That we've paid out.

BOB WLSON: Actually, I can...l think I've got

nmost of that information and | can probably, with this
quarterly report, provide you with a running account of the
gromh of this thing. | nean, just in graph form how the
account has grown and where we've paid out and how nuch.

BENNY WAMPLER:  And certainly, you know, with an

account this large we may want to revisit...in |ooking back
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and then | ooking forward, we may want to revisit with the
escrow agent the investnent.

DENNI S GARBI S: Yeah, | think...|l nmean, we owe to

the people to try to...l nmean, if we can get an extra
per cent age or two---.

BENNY WAMPLER: It would be worth talking to them

Ask themto cone in with sone recommendations. Tell them
considerations, tell themhere's the history---.

DENNI S GARBIS: Wthin the guidelines.

BENNY WAMPLER: ---and ask themto cone in and

we'll talk with them

BOB W LSON: Sur e.

DENNI' S GARBI'S: Does the guidelines...are there

| egal guidelines we have to foll ow?

SANDRA RI GGS: They're statutory as to what they

can put the nonies.

DENNI S GARBI'S: Ckay, that's fine. |'msure

investing it, you know, United States Governnent securities
isn't considered a---.

CLYDE KING That should be blue chip.

DENNI S GARBI S: Yeah, | think that would be fine.

|"mjust trying to get sone extra bang for your doll ars.

CLYDE KING Wen are they going to becone
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Wachovi a? Have they said yet?

BOB WLSON: No. W got...well, we got a phone

call the day it was first announced telling us that nothing
was changing and that they were...that the account would go
along with First Union forever...until...in other words,
there was going to be continuity in the handling of the
account and such. W got letters fromthemas official acts
were taken. Usually we get a letter just before press

rel ease just basically stating that there was continuity in
all the operations. But so far as dates, | don't have any as
to what they're going to...howthey're going to do it.

DENNI S GARBI'S: Well, you can call your

rel ati onshi p manager there.

BOB WLSON: | can. | like that. Actually this

DENNI' S GARBI S: Rel ati onshi p manager

(Everyone | aughs.)

DENNI S GARBI'S: So what does that tell you? | w sh

| had sone relationshi p nmanager call ne.
(Everyone | aughs.)

BOB WLSON: Actually, | don't know...l'mnot sure

if they invented that title for us or not. But it certainly

wor ked out having her as a relationship---.
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MASON BRENT: Dennis, if you put $6, 000,000 bucks

in an account with them you'll have a relationship.
(Everyone | aughs.)

BOB WLSON: Yeah, that's right.

DENNIS GARBIS: | think you hit the nail right on

t he head. Ch, wel . So, much for dreans, uh?

CLYDE KING Yeah, boy.

BOB WLSON: Anything el se on the escrow account ?

(No audi bl e response.)

BENNY WAMPLER.  Did you have anything further?

BOB WLSON: Yes. W have gotten a draft report

back from..if you renenber way back, we authorized an audit
of the escrow account for the three years ending 1999, which
brought us up to the end of First Virginia and its
predecessors and end to the tinme that First Union took over
the fund and this is a draft report. |[I'Il give each of you a
copy of it today and will nmail out copies to the Board
menbers who are not here. Wiat we would like to do is get as
qui ckly as possi ble any comments that we want to pass al ong
to the accountants on this and would like if it's
satisfactory to the Board to coordinate that and you get

t hose comments to ne so that we can take themall to them as

a unit rather than trying to correspond separately.
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Included in this package is a draft letter that
t hey have put together to be signed by the Board Chairnman and
they have treasurer, | presune that woul d probably end up
being me as well on that since |I usually co-sign the orders
and such, nmeking certain statenents regarding the audit and
the Board's business. You need to review that and see if
we're wlling to sign that letter and return it to them as
wel | .

Basically, the report is...they give us the
assurances that we want. |It's not particularly detail ed and
there's a fewthings in here that I would correct with them
just factual things relative to how the Board works and how
t he escrow account works and how we do pay outs and this sort
of thing. But so far as the actual audit and such, | wait
your direction on that.

One thing that you will notice, they have
recommended that we go to a nore frequent audit on this
account since it has gotten so |arge and so conpl ex and the
money is comng in and being paid out nore frequently now.
The auditor actually recommends that we go to a yearly audit
on this thing now O course, he has an interest in this as
wel | because he has got the bid the past two tinmes. However,

| do think that this is a recommendati on that we need to
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consider while we're looking at this. W're comng up on two
years with First Union at the end of this cal endar year and I
woul d suspect that the first audit with First Union will be a
l[ittle bit messy owwing to the problens that we had with the
transition fromone bank to the other and woul d suggest that
we m ght not want to let it get too far down the road before
we attend to that.

VWat...as far as this audit is concerned, | can
vouch for the fact that Robertson, Farmer and Cox solicited
enor nous anounts of information fromthe operators because |
had to kind of pound on themto help them get that
information to themin a tinely fashion. But under the
assunption, they |ooked at a nmajor portion of what they
requested and were given. They've been through a | ot of
paperwork on this. W furnished themrecords from First
Virginia for the three year period and they had...they used
t hose as wel | .

So far as the actual handling of information, it
appeared to have been a very thorough | ook at what occurred
during that period of tine and they were able, as you'll see
in here, to account for al nost every transaction. But there
were sonme that were just not available to them There were

sone records that they never got. Sone that they needed from
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First Virginia that we were never supplied and that we were
unable to get fromFirst Virginia. | mght say that our
experience wth the audit this tinme, | think maybe it neant
sone justification to the action when we took when we changed
escrow agents. W' ve gotten considerably nore cooperation
out of the people we're dealing with now then we did here.
O course, the fact that they had | ost the contract, |I'msure
didn't encourage themto cooperate greatly. But we weren't
able to get a lot of the information we needed in a tinely
fashion fromFirst Virginia. W ended up digging it out our
self for the nost part.

DENNI S GARBI S: Can we make a deci si on now t hat

we're going to go ahead and maybe at the end of this two
year...at the end of the calendar year? 1Is that an
appropriate tine to go ahead and do another audit?

BOB WLSON: In ny opinion, it would be an

appropriate tine...appropriate break to schedule an audit
after the end of this cal endar year.

CLYDE KING That sounds |ike a good idea.

MASON BRENT: One thing that we may want to

consider is not...on an annual basis not doing a full blown
audit, but maybe do a full blown audit every other year and

have themjust cone in on an annual basis and do an
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abbr evi ated audit.

BOB WLSON: |I...and this is pure specul ation, of

course, but | suspect that being with First Union, this first
one is not going to be a real good. But | think the |ast

year will be very slick. They've got records. They know how
to get to themand they can provide the information that's
needed right away and | think that...l think we'll have
better records to deal with in the future fromwhat |'ve

seen.

DENNI S GARBIS: Do we vote on this or should you

make a proposal or---?

BENNY WAMPLER:  You certainly can regarding the

next audit.

CLYDE Kl NG | think we shoul d.

DENNI S GARBI'S: Ckay, |'lIl nake a proposal that

we...do you want to do an audit for just the year 2000 or do
you want to include 2000 and 20017

BOB WLSON: M suggestion would be to include both

years and go ahead and bring it up to--.

DENNI S GARBI'S: To the current.

BOB WLSON: ---the end of the cal endar year.

CLYDE KING 2000 and 20017

MASON BRENT: You shouldn't |eave a year out.
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DENNIS GARBIS:  Well, I'"'mjust saying if it's going

to be that difficult, maybe concentrate on that, and then
maybe six nmonths fromnow do that. But it doesn't make any
difference. So, ny proposal would be---.

SANDRA RIGGS: Once they're in it, they'rein it.

DENNI S GARBI S: ---that we conduct an audit for the

cal endar years 2000 and 2001.
BENNY WAMPLER. Ckay. |Is there a second?

CLYDE Kl NG Second.

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.

(Al nmenbers signify by saying yes.)

BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  Then that wi |l done.

BOB WLSON: Ckay, uh---.

CLYDE KING Has anybody heard anything...excuse
nme. |'msorry.

BOB W LSON: One nore comment on that. W wll

then go ahead and start preparing an RFP on this such that we

can get it out shortly after the first of the year. W'll...
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we'll put it out, | guess, in long enough tine to nmake sure
the records have caught up and the end of the year bal ance
woul d be available. But we'll go ahead and start preparing
an RFP for after the first of the year.

BENNY WAMPLER: One thing on that when we do the

RFP consistent with what M. Brent said, if it's acceptable
to the Board, we could say to do the conprehensive audit for
that two year period and then receive bids for prelimnary or
an abbreviated audit and then a conprehensive audit. In

ot her words, abbreviated the follow ng year and do that at
one tinme and have that covered.

DENNI S GARBI'S: There's three levels of audit.

There's a conpilation, a review and a full certified audit.

BENNY WAMPLER: Ri ght.

DENNIS GARBIS: | presune this is the highest
| evel .

BENNY WAMPLER:  This is a certified audit.

MASON BRENT: The basic difference is---.

DENNIS GARBIS: | don't know. There may be sone
statutory requirenents prohibiting...l nmean, | don't know.

Normal |y for business you can...you have sonewhat |ess---.

SANDRA RIGGS: This is such a hybrid. Normally

governnent has its own, or state governnent, has its own
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internal auditors. They don't use outside auditors. But
because this is...we're nore in a fiduciary, these aren't
governnment funds. The funds belonging to others, we went the
extra step of saying we need an i ndependent outside audit.

So, you don't have---.

BENNY WAMPLER:  Not really the controls that you'd

have as a busi ness.

SANDRA RIGGS:  You don't have any statutory

guidelines that fit this particular situation. This my be
the only case in state governnent where a Board is
controlling funds belonging to third parties.

DENNI S GARBI S: How nmuch did this cost?

BOB WLSON: This one was $4500.

DENNI S GARBI S: 45007

BOB WLSON: Yes. They---.

DENNI S GARBIS: Ch, that's nothing.

BOB WLSON: Well, the next one will be

considerably...l would think if they bid on it will be

consi derably hi gher because they...he said that...the auditor
said that if this wasn't happening during their slack tineg,

t hey woul d have been really hurting.

DENNIS GARBIS: Well, I'lIl tell you what, if you

got all of this for 4500, man, that's a steal at five tines
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the price.

BOB WLSON: Ch, yes.

BENNY WAMPLER:  Ch, yeah, it is.

DENNI' S GARBI S: They shoul d have charged way

nore---.

SANDRA RIGGS: And this firmdoes audits for many,

many government agencies. That's their speciality.

BENNY WAMPLER:  Yeah, they're well known. Yeah, we

got a good deal .

BOB WLSON: They did the previous audit as well,

but, of course, there was many fewer accounts and there were
many fewer operators and many fewer dollars in the account.

BENNY WAMPLER:  They know what they're dealing with

now.

DENNI S GARBIS: W got themon the first go around.

That's not going to happen the second tine around.

BOB WLSON: No. W won't sneak up on them agai n,

| don't think.

MASON BRENT: They'll probably want to nake up the

di fference on the next ones.

DENNI S GARBI'S: Yeah, | know. That's exactly

right.
SANDRA RIGGS: | did get a request for...a letter
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fromlegal counsel and that's being reviewed in R chnond
because it's not the typical one the Attorney General's

office would sign off on. It's nore |ike outside counsel
opinion letter. So, they're looking at it in R chnond to see
as to formwhat we're going to do.

BOB WLSON: Yeah, there was...| think, part of

what you have copied in here is a request for that
information. O course, | gave them your nane.

SANDRA RIGGS: |'msure. That's okay.

BENNY WAMPLER:  Anyt hi ng further?

BOB WLSON: | have nothing nore.

BENNY WAMPLER: That concl udes the offici al

busi ness. W'Ill go off record.

STATE OF VIRA NI A,
COUNTY OF BUCHANAN, to-wt:

|, Sonya Mchelle Brown, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by nme on a tape recording
machi ne and | ater transcri bed by ne personally.

G ven under ny hand and seal on this the 13th day
of Novenber, 2001.
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My comm ssi on expires:

NOTARY PUBLI C

August 31, 2005.
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